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INVESTIGATION OF THE COMMODITY CREDIT 
CORPORATION 


Part [1[—Price Support and Storage Activities 





TUESDAY, DECEMBER 1, 1959 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Des Moines, Iowa. 

The subcommittee met at Des Moines, Iowa, Hon. Neal Smith (act- 
ing chairman of the subcommittee) presiding. 

Present: Representatives Neal Smith and Odin Langen. 

Also present, James R. Naughton, subcommittee counsel. 

Chairman Smiru. Let the record show that Congressman Neal 
Smith and Congressman Odin Langen are present, and subcommittee 
counsel James Naughton. 

Under the Rules of the House of Representatives, the Committee on 
Government Operations has the duty of studying the operation of 
Government activities at all levels with respect to economy and ef- 
ficiency ; that responsibility insofar as the Department of Agriculture 
is concerned has been delegated by the committee to its Intergovern- 
mental Relations Subcommittee which is now sitting. 

The subcommittee has for some time been conducting an extensive 
inquiry into the operations of the Commodity Credit Corporation, 
the Government corporation which handles commodity transactions 
for the Department of Agriculture. For the past few months we 
have been particularly interested in activities involving storage, 
handling, and disposition of Government grain. 

As long as farmers had to comply with the allotments to be eligible 
for price supports, the carryover of feed grains was somewhat man- 
ageable and fairly normal, but in the last 3 years, the ever-normal 
granary has become somewhat abnormal. Of course, as you all know, 
the expected carryover for next year is about alae what it was 
for all those years under the price support program where compliance 
was necessary, and this makes the problem more acute and brings it 
to our attention at this time. 

So far as we know, there are not going to be any allotments next- 
year, and, of course, we can expect another big carryover in that 
event. Because the problem has been intensified this year due to the 
large carryover, we are particularly interested in what the plans 
are for storage next year. 
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We also find that the cost of storing and handling government. 
owned grain has increased tremendously, until it is now over $500 
million per year, over $1 million per day. 

According to the morning paper the drop in farm income is another 
1 percent more than it was a month ago, which means there is going 
to be less money coming into Congress to pay these bills. When you 
have less income you pay less taxes, and so we are very interested, 
and I am sure that Congress is going to be interested in efficiency and 
economy in carrying out this price support program. 

Our hearings in Des Moines are intended to obtain information on 
Government-storage activities as they are carried out on the State 
and local level. 

We will also inquire into the price-support activities under which 
Government stocks of surplus grain are acquired. Early next year 
in Washington we expect to have further hearings on those activities 
connected with storage and handling of grain which are carried out 
by the officials on the regional and national levels. 

Congressman Fountain, of North Carolina, the subcommittee chair- 
man, has asked me to express his regret that he is unable to be with 
us today since he has been serving a tour of active duty as a Reserve 
officer. 

I should like to introduce these gentlemen to you. I think most 
of you met Congressman Odin Langen, of Minnesota, a member of the 
committee, and James Naughton, our counsel, who is from Iowa, 

We have at this time a representative of the Governor’s office. 


STATEMENT OF PARK RINARD, ADMINISTRATIVE ASSISTANT TO 
HON. HERSCHEL C, LOVELESS, GOVERNOR OF IOWA 


Mr. Rrnarp. Mr. Chairman, Congressman Langen and Mr, Naugh- 
ton, on behalf of Governor Loveless, it is my privilege to welcome 
you here to our State capital this morning. 

The Governor is extremely regretful that he cannot be present. 
He is attending an executive council meeting of the Conference of 
Governors at White Sulphur Springs—and the climate of West Vir- 
ginia is perhaps comparable to this. 

The Governor is extremely interested in the scope of your inquiry, 
as is every person in this State, because of the fact that a great pro- 

ortion of the grain in Government storage is produced in our own 
state. 

We consider it an honor that you have chosen Des Moines for the 
place of your meeting. If there is anything that the State government 
can do to be of assistance, we stand ready. 

Chairman Smrrn. We thank you very much for coming and if there 
is no objection, we will leave the record open if the Governor wants 
to put a statement into the record. 

Mr. Rrnarpv. Mr. Chairman, the Governor would like indeed to 
submit a statement, if he may. 

(Governor Loveless later submitted the following statement :) 


STATEMENT OF HoN. HERSCHEL C. LOVELESS, GOVERNOR OF IOWA 


On behalf of our farmers and other agricultural interests, I welcome you get- 
tlemen to the State of Iowa. Because of its great importance to the Iowa econ- 
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omy, we are intensely interested in your continuing study of the operations of 
the Federal price support program. It is vital that the Congress, through you, 
be kept informed on the execution and consequences of this farm legislation. 
lowa is the Nation’s leading producer of feed grains and livestock. About 
one-third of the corn held under Federal ownership is stored within this State. 
Thus, lowa agriculture is heavily involved in the rather high level now reached 
by Federal price support expenditures. , z 
"Bfficient administration must be our watchword at all times in governmental 
matters, but it applies especially to an operation involving as much money and 
authority as that of the Commodity Credit Corporation. Even a relatively minor 
instance of carelessness or malfeasance can now greatly prejudice the public mind 
against all efforts to deal with our ever-worsening farm problem. We are all 
aware of the distorted publicity suffered by agriculture in the past few years, 
uch of it prompted, unfortunately, by the reckless statements of Federal officials 
themselves. : > 

I was gratified, therefore, to note from the testimony of the witnesses who pre- 
ceded me that at least the officials connected with Federal price support opera- 
tions within Iowa seem to have performed their duties creditably. It is also to be 
noted that there has been remarkably low loss of grain acquired under the non- 
recourse feature. 

I should also like to declare at this time that, despite some shortcomings and 
contrary to widespread belief, the Federal price support program has been of 
much greater value to agriculture than is generally recognized. You may have 
noticed current press summaries of a study conducted by the agricultural adjust- 
ment center at Iowa State University, indicating that without this program, 
which locked up much excess grain, livestock production, especially of hogs, 
would have been much greater and U.S. farm income might have been as much 
as 33 percent lower than it was in the 1952-58 period. 

Worthy of even more careful consideration, perhaps, is another agricultural 
adjustment center study (AAC 46) (copy attached) entitled “Projections for the 
Feed-Livestock Economy 1959 to 1563 With Free Prices and No Controls,” pre 
pared by the Iowa State University economists Arnold Paulsen, Don Kaldor, 
and Geoffrey Shepherd. Note particularly tables 10 and 11. You will see it is 
their judgment that hogs might average as low as $10 per hundredweight in 
1962-63 and even down to $9 per hundredweight by 1963-64, despite an expected 
population increase meantime of at least 10 million. Beef cattle prices would 
be expected to fall from their 1958-59 average of $23 per hundredweight down 
to $11.51 per hundredweight by 1962-63. All other classes of animal products, 
including poultry, would be sharply lower, too. 

Corn prices meantime would be expected to fall to 66 cents per bushel, and 
wheat to 74 cents per bushel, a price making it very competitive with corn for 
feeding. 

Along with the creditable aspects of the price support program, however, your 
hearing to this point has also brought into focus several disturbing developments. 

First, it seems evident from testimony that Federal officials at the Washington 
level in recent years have unduly subordinated economy in storage costs to the 
goal of favoring private business. While it is a commendable objective under 
our private enterprise system to minimize Government entry into a business-type 
activity such as grain storage, still it is also in the public interest to be concerned 
with cost differentials. 

It has been verified here that although storage costs in Government-owned 
bins have been substantially lower than the fixed fees now paid private ware- 
houses, there is currently about 53 million bushels of empty Government-bin space 
in Iowa alone. 

It has been verified here that at one point during the past year, local commodity 
loan officials were ordered to shift corn out of Government bins to fill space 
which had been vacated in private warehouses. This was done at a time when 
there Seems to have been no pressure to find space in Government bins for 
additional grain deliveries. As will be noted later, this questionable “reconcen- 
tration” practice was later stopped. 

What the testimony suggests is that another renegotiation of storage rates 
is in order, possibly resulting in a decision to let Government grain storage 
contracts with warehousemen henceforth on a bid basis. Steady advances in 











804 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


large warehouse design and in technology of maintaining grain in good condition 
over long periods of time should have made possible some savings to the 
Commodity Credit Corporation. It does not appear that this potential hag been 
realized or even seriously explored until recently by Federal officials at the 
Washington level. 

A second disturbing disclosure here has been the admission of a steep decline 
in the onetime very excellent consultative relationship between farm program 
officials at the State level and those at the National level. The wide experience 
an‘) judgment of local administrative people apparently is no longer much sought 
befure important Federal policy decisions are reached. This seems to be g 
serious shortcoming in present Federal administrative practice with respect to 
farm programs. It is significant that when given the opportunity the State 
commodity loan people here recommended abandonment of the “reconcentration” 
policy mentioned earlier, partly, I hear, because of an appreciation that contip- 
uation would bring on justified public criticism. 

The third and most disturbing thing about the testimony here has been the 
report on the rate at which grain stocks have been accumulating during the past 
few years with, of course, a corresponding uptrend in costs. I say it is most 
disturbing because at the same time we have been experiencing a general down- 
trend in farm income with respect to the rest of the national economy. 

What is responsible for this unfortunate coincidence? I say it is the utter 
failure of the theory that lower price supports and ineffective or nonexistent 
production controls will either benefit farmers or get the Federal Government 
out of the surplus storage business. 

We have had here in this recital of our ever-mounting grain storage problem 
a powerful and dramatic argument for the revival of a really effective farm 
program. I have in mind a program that would set up machinery under which 
farmers could cooperate to fit their production more closely to current marker 
requirements and at the same time take greater advantage of consumption 
outlets, both here and abroad, which today are not being satisfied. 

It is ridiculous for our farms to go on producing corn full throttle, as they did 
in 1959, only to pile these idle surpluses still higher. In the aggregate, this 
certainly is not an efficient, prudent use of our wonderful soil and water re. 
sources, no matter how efficiently the job is done by farmers as individuals. Un- 
til the day comes when we really need to go all out on food production, we ought 
to be interested in keeping our farms in the best possible shape and with the 
least waste of fertility. 

Meantime, for 1960, we face the prospect that plantings of feed grains will 
again be excessive and that in due course still more storage space may have to 
be found by the Commodity Credit Corporation. At the same time, there is a 
possibility—at least I hope there is—of our coming to our senses and putting 
into effect by 1961 or 1962 a farm program which will at least halt the surplus 
buildup. 

This poses a serious question for private warehousemen who have been pre 
vailed upon by current Federal officials to shoulder the burden of putting up more 
and more new storage space. It would not be amiss for your committee to ques 
tion these officials very closely as to the wisdom of continuing to stimulate private 
construction any further by avoiding greater utilization of facilities under Gov- 
ernment ownership. We heard here disquieting reports that private construe 
tion at some points already seems to have reached the stage where warehouse 
men are engaging in a questionable scramble by rebating to producers who 
deliver Government grain to them. 

The conclusion is inescapable: What ails the Federal price support program 
is something much more fundamental than misfortune or misguidance in ad- 
ministrative judgment or execution within the Commodity Credit Corporation. 
What it needs is the backing of a broad farm program revision which will put 
a stop to the excessive lockup of farm commodities. Thus, I wish to close my 
remarks with a most earnest plea on behalf of Iowa agriculture that you em- 
phazie this need to your colleagues in the forthcoming session of Congress. 


Chairman Smrru. We have seated around the table several people 
from the State ASC committee. It has been our usual practice in 
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these hearings that, if we ask a question of one person, but another 
person is the proper one to answer, the witness can just tell us. We 
want the proper person to answer each question. 

For the benefit of the reporter, starting with Mr. Carber, would you 
please give your full name and position as we go around the table. | 

Mr. Carser. Joseph F. Carber, chairman of the State of Iowa Agri- 
cultural Stabilization and Conservation Committee. 

Mr. Guenn. C. C. Glenn, administrative officer, Iowa State Agri- 
cultural Stabilization and Conservation office. MS 

Mr. Bricutwety. Harold W. Brightwell, grain storage specialist, 
Iowa Agricultural Stabilization and Conservation office. 

Mr. Scuweske. Clarence W. Schwebke, Iowa Agricultural Stabili- 
zation and Conservation office. 

Mr. RanpteMan. Gerald C. Randleman, member of the Iowa Agri- 
cultural Stabilization and Conservation Committee. 

Mr. Sturcron. Leo E. Sturgeon, program specialist, Iowa Agri- 
cultural Stabilization and Conservation office. 

Mr. Scnosy. Chester R. Schoby, member of the Iowa State Agricul- 
tural Stabilization and Conservation Committee. 

Mr. Woop. Paul Wood, program specialist, price support, Iowa 
State Agricultural Stabilization and Conservation Committee. 

Chairman Smiru. We previously gave you an outline of some of the 
things we would be interested in, and we could start with the first 
question we had there. : 

I believe these were questions primarily of Mr. Brightwell. Again 
I say if there is something here that you shouldn’t answer, the proper 
person can answer. 

Mr. Brightwell, would you want to start with your answers to these 
general questions. If you will read it, we will interrupt from time to 
time to ask further questions. 


STATEMENT OF JOSEPH F. CARBER, CHAIRMAN, IOWA STATE 
AGRICULTURAL STABILIZATION AND CONSERVATION COM- 
MITTEE; ACCOMPANIED BY GERALD C. RANDLEMAN, MEMBER; 
CHESTER R. SCHOBY, MEMBER; ALSO C. C. GLENN, ADMINISTRA- 
TIVE OFFICER, IOWA STATE AGRICULTURAL STABILIZATION 
AND CONSERVATION OFFICE; HAROLD W. BRIGHTWELL, GRAIN 
STORAGE SPECIALIST; CLARENCE W. SCHWEBKE; LEO E. STUR- 
GEON, PROGRAM SPECIALIST; AND PAUL WOOD, PROGRAM 
SPECIALIST, PRICE SUPPORT 


Mr. Bricutweti. Mr. Smith, I would like to defer to Mr. Paul 


Wood, who is the program specialist who actually prepared this 
material. 


Chairman Smirn. All right. 
Mr. Woon (reading) : 


The price-support program dates back to 1933, when the Commodity Credit 
Corporation, which was established under the Agricultural Act of 1933, first sup- 
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ported prices of corn and cotton. Loans on corn started in Iowa in October of 
1933 with a support rate established at 45 cents per bushel. 

The Agricultural Act was amended in 1938 and provided for mandatory price. 
support loans at 52 to 75 percent of parity on corn, wheat, and cotton. The act 
also provided for permissive supports on grains other than the basic commodities 

The Agricultural Act of 1949 retained mandatory supports on basic commodi- 
ties, and also provided for eventual use of flexible support levels. Flexible pro- 
visions at the 75- to 90-percent range became effective for 1952 basic crops, put 
supports were maintained, generally speaking, at 90 percent of parity through 
1954. The Agricultural Act of 1954 provided for flexible supports within a range 
of 8214 to 90 percent of parity. 

Price support on grains other than corn was not used to any great extent jn 
Iowa until around 1941 or 1942, when there was considerable activity in soybean 
loans. Loan activity on other grains followed in less quantities. 

Attached as exhibit A is a table showing price-supported rates for corn between 
1933 and 1953: 

Exuisir A 


Corn was supported at the following rates between 1933 and 1953: 
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There have been no significant changes in any of the price support programs 
since 1953 except for corn. 

Acreage allotments used in conjunction with the soil bank program were in 
effect in Iowa during the years 1956, 1957, and 1958. During these years a 
“two price system” of support was in effect. Loans and purchase agreements at 
the high support rate were made available to those producers who planted within 
their allotments, and a low support rate was available to those producers who 
planted in excess of their acreage allotment. 

Chairman Sairn. In this respect, 1956 was the first year there were 
loans available, whether or not you complied with your allotment. 

Do you remember when that policy was put into effect, what time 
during the year? It seems to me it was very late in the summer, but 
Iam not sure about that. 

Mr. Woop. The Soil Bank Act? 

Chairman Sarru. No, the policy providing a support price on corn 
that was not raised within the allotment. 

Mr. Woop. I am not sure, but I would think it was late in the 
summer. 

Chairman Smirn. As to 1957, the same policy was in effect? 

Mr. Woop. That is right. 

Chairman Smirn. But that was stated considerably ahead of time! 

Mr. Woop. That would have been announced earlier in that year, 

Chairman SmirH. What about 1958 ? 

Mr. Woop. That would have been announced earlier. [Reading:] 

Attached as exhibit B is a table showing Iowa average rates as well as the 
national average rates. 
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UXHIBIT B 


Support price and percentage of parity—1953-59 
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Mr. Naueuton. Mr. Wood, I note here that in 1949 the Iowa ayer. 
age support rate for corn was $1.35; in 1950 it was $1.40; 1951 it was 
$1.53; in 1952, $1.36; in 1953, $1.56; in 1954, $1.57; 1955, $1.53; 1956 
$1.45; 1957, $1.35; and in 1958, $1.31. What was the 1959 rate? 

Mr. Woop. 1959 rate is $1.07 average for Iowa, with $1.12 nationg] 
rate. 

Mr. Naveuton. Up until 1954, the price support rate on corn was 
90 percent of parity, am I correct on that? 

Mr. Woop. That is correct. 

Mr. Nauventon. In 1955 it was 87 percent of parity. 

Mr. Woop. 1955, I believe it was 87. 

Mr. Naueuton. And in 1956 it was 8214 percent of parity ? 

Mr. Woop. Correct. 

Mr. Navueuron. In 1957 it was 77 percent ¢ 

Mr. Woop. Yes. 

Mr. Naueuron. In 1958, it again was 77 percent ? 

Mr. Woop. That is right. 

Mr. Naucuton. Now, the 1959 rate was not figured on the basis of 
parity but on the basis of 90 percent of the average price received by 
farmers for the previous 3 years, is that right ? 2 

Mr. Woop. That is right. 

Mr. Navcutron. What would the $1.07 rate be in terms of parity? 

Mr. Woop. $1.07? The national rate of $1.12 is 67 percent of parity, 
and then the Iowa rates are figured from the national. In Iowa it 
would run a few cents under the national. 

Mr. Naveuton. In each instance, since 1954, when the rate has grad- 
ually been going further and further below 90 percent, has the price 
support on corn been set at the maximum, at the highest rates that 
the Secretary of Agriculture was permitted by law to set that rate, or 
has it been at a lower rate which was optional with the Secretary? 

Mr. Woop. Since 1954? 

Mr. Navuenton. Yes. 

Mr. Woop. It has been, I believe, Mr. Naughton, at a lower rate. 

Mr. Naveuton. What would the maximum percentage of parity 
have been ? 

Mr. Woop. Ninety percent would have been the maximum. 

Mr. Naucutron. Would the Secretary have been allowed by law to 
set corn price supports at 90 percent of parity for each year since 
1954? 

Mr. Woop. Yes. 

Mr. Naveuton. If he had so determined ? 

Mr. Woon. That is right. 

Mr. Naventon. We might also read into the record at this point the 
low support rates for 1956, 1957, and 1958. These are the rates for 
producers who did not comply with acreage allotments. 

The low rate in 1956 was $1.20; 1957, $1.05; and in 1958, $1.01. 

Chairman Sairu. I notice in connection with exhibit C, if we take 
the same years that we have been talking about, where you had a two- 
price system of support in effect, we find that the acreage planted in 
compliance with allotments reduced as follows: 3,837,758 acres in 1956 
to 1,169,070 acres in 1957, and down to 926,867 acres in 1958. Of 
course, there is no allotment for 1959. 
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(The exhibit referred to follows :) 





ExHIsiT C 


Iowa acreage allotments and compliance, 1954-59 
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1 Preliminary. 2 No allotments. 3 Allotments not in effect, 4 Not available yet, 


Chairman Smiru. Is that correct ? 
did you not? 

Mr. Woop. I would like for Mr. Schwebke to make the remarks 
on that. 

_ Mr. Scuwerxe. Yes, Mr. Smith. 
in 1959. 

Mr. Naucuton. Mr. Wood, corn acreage allotments were in effect 
from 1954 through 1958; is that right ? 

Mr. Woop. That is right. 

Mr. Navenron. For each of those years, do you have the figures 
for the total acreage allotment for Iowa for corn ? 

Mr. Woop. Do you have that, Mr. Schwebke ? 

Mr. Scuwepxe. For 1954, the allotment for Iowa was 9,065,929 
acres. In 1955 the Iowa allotment was 9,636,620. In 1956, that al- 
lotment was 8,201,379; I don’t have the figures for 1957 and 1958, 
but I can estimate it, and I can furnish those in exact form later on. 
In 1957 it was approximately 6,900,000; in 1958 it was in that same 
area. I can furnish those 2 years in exact form. 


You prepared these figures, 


There are no allotments in effect 
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Mr. Naveuton. What has the normal historic amount of corn aere- 
age been in Iowa over the years ? 

Mr. Scuweske. Estimating roughly, it would be in the neighbor. 
hood of 10 million acres. That has been the pattern in recent years, 

Mr. Naventon. So that in 1956, and to an even greater degree jy 
1957 and 1958, there was a very substantial reduction in the allotment 
acreage ¢ 

Mr. Scuwepke. Yes. 

Mr. Naveuton. So that any producers who complied with the pro- 
gram in those years would have had to take quite a substantial cyt 
In acreage ¢ 

Mr. Scuwepke. Yes, because the Iowa allotment in 1957 and 1958 

yas much lower than it was in 1954 or 1955 and 1956. 

Mr. Naveuton. In each of these years, in 1956, 1957, and 1958, when 
the sharp reductions took place, did the Secretary of Agriculture get 
the acreage allotment at the maximum acreage which he would haye 
been allowed to set by law, or was it a lesser figure ? 

Mr. Scuwepke. It is a complicated formula. As I recall the corn 
formula, they compute the normal consumption, plus exports and 
what might be used in other ways, seed and so forth, plus a carryover 
and in corn that amounted to 15 percent. 

Of course, as supplies built up they required lesser acreage to pro- 
duce that amount. 

Chairman Sairu. I noticed with regard to these same vears, 1957, 
1958, and 1959, that you have listed here—are these your figures, or 
who compiled them ? 

Mr. Scuweske. Yes. 

Chairman Smiru. You have listed here the total production in 
thousands of bushels: 633,516 in 1957, 669,279 in 1958, and 826,812 in 
1959. 

Mr. Scuweske. That is right. 

Chairman Smiru. So if we compare these tables, we find that when 
we went under the two price support system, and when it was not 
necessary to stay within an allotment in order to get price support, 
the acreage planted in compliance reduced greatly each year, and the 
total production in numbers of bushels went up from 633 million up 
to 826 million in those 3 years. 

Is that a correct analysis of these figures? 

Mr. Scuweske. Yes. 1957 and 1958 were 2 very high producing 
years; that is, yield per acre was quite high in Iowa. 

Chairman Smirx. And the 826 million that is an estimate for 1959, 
is it ? 

Mr. Scuwepke. Yes, that is a preliminary statement. 

Chairman Smirn. Under this formula you were talking about, as 
I understand it—the more corn that is produced the smaller the 
allotments the next year, is that the way the program works? 

Mr. Scuweske. Under the Domestic Allotment Act of 1938, as 
amended, that is the basic formula. In other words, in normal years, 
consumption plus exports and other uses, plus a carryover in corn, 
believe of 15 percent. 

Chairman Smirn. So in effect, more corn produced outside allot- 
ments, left less corn acreage available for people with allotments? 
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Mr. Scuweske. Yes; the national acreage required to meet the 
normal requirements would be a lesser amount. 

Mr. Naveuton. Mr. Schwebke, you indicated that there is a formula 
by which the Secretary must take into account the prospective sup- 

Yies in setting the acreage allotments for the coming year. 

That does leave a factor for the Secretary’s judgment as to just what 
the effect of setting allotments at a particular figure will mean in terms 
of production, does it not ? ; ' 

In other words, nobody knows for sure a year in advance how big the 
corncrop is going to be? 

Mr. Scuweske. No. They would have probably fairly accurate fig- 
ures on the carryover, but the next year’s crop of course would be an 
estimate based on probably an average yield over a period of years. 

Mr. Naueuton. And if the Secretary had decided that by setting 
the allotments a little higher, he might encourage more people to com- 
ply with the program and thus have less corn produced outside the 
program, that a larger acreage allotment might actually reduce pro- 
duction; couldn’t he have done that? 

Mr. Scuweske. I presume that might have perhaps required a 
change in the formula in the act. I am not certain. 

Mr. Navauron. Does it specify that the Secretary must just look 
at the supply? Doesn’t he have to make an estimate of what the pro- 
duction for the coming year is going to be in setting up support levels? 

Mr.Scuweske. Yes. The coming year’s production would be on an 
estimated basis because that figure wouldn’t be available on that basis 
at that time. 

Mr. Naveuton. What if the Secretary determined—to repeat my 
question to some extent—that by setting the allotments higher—in 
other words, if instead of cutting the allotment in 1957 from 8,200,000 
acres in Iowa to 6,900,000 acres he had instead raised it to 9 million 
acres because he thought the net effect wouldn’t be to encourage addi- 
tional production because more people would have complied with 
the program and there would have been less corn produced outside 
the program. 

If he had made that judgment it would have been permitted under 
the law, wouldn’t it ? 

Mr. Scrrweske. Well, I am not too familiar with the formula as it 
a nationally, but it was my understanding that the 15 percent 
above the actual need was one of the determining factors. 

Of course, the figures that were used in arriving at those would be 
based on past consumption, and of course, as you say, estimated pro- 
duction for the forthcoming year. 

Mr. Naveuton. Do you know of anything in the law that would 
have prohibited the Secretary from setting allotments in 1957 at 
8 million acres if he thought that that would encourage more compli- 
ance and less production, in his judgment ? 

He doesn’t think so, but if he had would the law have permitted him 
todo it? 

Mr. Scuwesxe. I doubt it, under the formula as I understand it. 
In other words, the 15-percent figure over and above the normal usage 
was a part of the act at that time. 











812 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Naveuton. Was that the act of 1954, the amendment in 19549 

Mr. Scuweske. It was the act of 1938, as amended from time to 
time, and I think 1954 was one of the later amendments. 

Mr. Naveuton. Was this amendment which, in your opinion, re. 
stricted the Secretary from setting higher acreage allotments—recom. 
mended by the Department of Agriculture and the Secretary ? 

Mr. Scuweske. I can’t answer that question. 

Mr. Naveuton. You don’t know that he opposed it? 

Mr. Scuweske. I don’t know. I have no knowledge of that. 

Mr. Lancen. Mr. Chairman, if I may refer to the exhibits here, | 
shall refer to exhibit C. Possibly this information is contained jp 
other exhibits, I don’t know, but I do know that the planted acreage 
appears in exhibit C, for 1956, 1957, and 1958. 

ctually, there is a reduction in the total acreage from 10,583 to 
10,238. That is the total planted acreage. 

Mr. Scuwesxe. That was the total planted acreage in those years, 

Mr. Lancen. Do we have in the exhibits here anywhere the acreage 
allotments for the State of Iowa for those 3 years as compared to 
planted acreage? 

Mr. Scuweske. They are not in the exhibits. I did quote the figures 
from 1954 through 1956, and I estimated the 1957-1958 ones. 

Mr. Lancen. I recall you quoting them but I wondered whether 
they were on record here. 

Mr. Scuweske. I can make them a matter of record, if you so desire. 

Chairman Sairu. If you will submit that later. 

(The information, compiled by the subcommittee from data supplied 
by the Iowa ASC Committee, is as follows :) 
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Mr. ScuwesKeE. Those 5 years, 1954 through 1958 ? 

Mr. Lancen. Yes. The reason I am asking to develop what seems 
to me to be another point here is because as I look at the total produc. 
tion—which again has increased during those 3 years, 1956, 1957, and 
1958—we find there is an increased production. 

That would indicate to me that the reason there is an increased pro- 
duction is because the yield per acre must have gone up because actu- 
ally there are less acres in 1958 than there were in 1956, so consequently 
the increased production must have come about because of an increase 
in per acre. 

Mr. Scuweske. 1957-58 were two of our highest yielding years in 
Towa. 

Mr. Lancen. My next question is this: Is there anywhere in the 
exhibits where the average yield for the State is shown for each of 
these years ? 

Mr. Scuwepke. I don’t believe they are included. Those can also 
be made available for the years 1954 through 1958. 

Were those the years you had in mind? 

Mr. Lancen. Yes. Well, the reason that I am making the inquiry 
is because, while we know and we register some concern with regard 
to the allotted acres, with regard to compliance with those allotted 
acres, as well as with regard to farmers that may not have complied, 
and we note that compliance has gone down, but by the same token, 
during that 3-year period from 1956 to 1958, the actual total planted 
acreage wentdown. It did not go up. 

In that time it went down by some 300,000 acres, while at the same 
time the production went up. 

I think it is a point that needs to be considered, as we are discussing 
the matter of allotted acres as compared to nonallotted acres, and so on, 

(The information is as follows :) 


Corn yield, State of Iowa 


{Bushels per acre] 


Ta a a nics cake SE IED eke Soran amok epa aaa 62.1 
SN ice ecseeahen cre adesipencaconaccaimange SB Wn eae etre redo aes ce 66.0 
clear Be Re icine 52.! 


Mr. Carper. May I make acomment? This cross compliance thing 
needs to be considered for any future legislation; that is, in these 
allotted acres there has been nothing to prevent this man from going 
out and planting another crop that was in direct competition to the 
allotment crop. 

I think that is important to consider in this matter. 

Chairman Smtrn. That is very important in this storage proposi- 
tion too. Do you agree with me? If they planted grain sorghum, 
for example, and stayed within the allotment and fed the grain 
sorghum. We have never had cross-compliance, have we? 

Mr. Carzer. Not to my knowledge. If it has been it is beyond my 
knowledge of farm programs. 

Chairman Smirn. The program that was put into effect for the 
primary purpose of helping the Korean war, 90 percent program 
was to expire with the 1954 crop, is that right? 
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Mr. Scuweske. Well, 1954 was the first year of allotments in the 
last cycle of 5 years. 

Chairman Surrn. And it was to expire in 1953. What year was 
it that eross-compliance was put into effect temporarily ? 

Mr. Scuwepske. As I recall it—and I am guessing on this one, 
Congressman—1955, I believe. I may be wrong, but we can check 
that. ; 

Chairman Smiru. So, Mr. Carber, you are making the point that 
you should not only consider the fact that you didn’t have to stay 
within the allotment in order to get price support, but also the fact 
there was no cross-compliance and that contributes to the storage 
problem / 

Mr. Carper. I think it contributes to the overall problem. I think 
it meade to have some c nga ‘ration in the overall program. 

Mr. Naventron. Mr. Carber, is cross-compliance authorized under 
the present law? 

Mr. Carper. Not to my knowledge, Mr. Naughton. Again I am 
quoting, not to my knowledge. 

Mr. Naventon. It was my impression that cross-compliance is au- 
thorized and the Secretary at one time had announced he was going 
to put into effect, but later changed his mind and decided not to. 

Gan anyone correct me on tha at, or confirm it if I am right? 

Mr. Scuweske. It was in effect for a few months, and I think the 
year was 1955. That again is a guess, but we can verify that. 

Mr. Naucuton. So it was authorized under the law, but the Secre- 
tary decided not to enforce it. 

Mr. Scuweke. I am not familiar with the circumstances as to why 
it was not used. 

Mr. Naventon. But if it was put into effect for a few months, it 
must have been authorized ? 

Mr. Scuwepke. Evidently it was, Mr. Naughton. Exhibit D shows 
the carryover supply and takeover for each grain in Iowa. 

(The exhibit referred to above, follows:) 


Exursit D 
Carryover supply of each grain in Iowa at the beginning of each crop year and 


amount of each grain taken under loan forfeitures or purchase agreements, 
and amount of each grain resealed on farms 

















CORN 
a ih ct a ereespeigenin ia eclnnctesanerersececne Sigil atscnpncinnagittinintapa iia TN) ees eek 
Total bushels Total bushels 
under loan sain as ___| Bushels 
Crop year and purchase delivered 
agreement Under reseal Under extended Under reextended to CCC 
reseal reseal 
Pi sancccnap ce 165, 558, 336 | 38, 786,906 (1954)} 20,471,623 (1955)} 11,616,655 (1956)| 143, 800, 586 
Bib sesccse.ne 94,201,235 | 24,616,840 (1955)| 14,822,997 (1956) None 86, 186, 192 
I aiietnticscarnale 124, 039, 242 43, 143,735 (1956)| 22,227,173 (1957)| 15,293,419 (1958)| 96, 966, 567 
1956... .. Padenbens 120,810,049 | 36,042,535 (1957)| 23,576,442 (1958)| 10,833,639 (1959) 
TETAS ctikihhonda 117, 132,902 | 25,761,195 (1958)| 9,329,711 (1959)| None 
Re ibinciasnaece 119,032, 429 | 16, 473.233 (1959) None None 
a dintsiacdtn. 2 165, 000, 000 None | None None " None 


| 
ah een a areterseemnsilepatn eat eacecinensypoasoesaasuslal caiman en sams 
i Incomplete. 
? Estimates. 
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Carryover supply of each grain in Iowa at the beginning of each crop year and 
amount of each grain taken under loan forfeitures or purchase agreements, 


and amount of each grain resealed on farms—Continued 


OATS 


—_ 
Total bushels 


Total bushels 
under loan 
and purchase 
agreements 


Crop year 


2, 330, 945 
6, 509, 817 
9, 362, 664 
1, 669, 659 
4, 899, 210 
6, 615, 556 

853, 492 








Ee 





Under reseal 


188, 129 

1, 092, 966 
2, 160, 745 
None 

1, 097, 320 
1, 974, 513 
None 





Under 
extended 
reseal 


None 
None 
None 
None 
561, 283 
None 
None 


Bushels 
delivered 
to CCC 





—_- 


SOYBEANS 


11, 481, 725 
16, 379, 956 
9, 709, 320 
19, 036, 355 
34, 583, 579 
43, 286, 973 
725, 934 





1959 through October-_.... Gbliscsbbibdensstianald 


None 
None 
None 
None 
None 
6, 947, 845 
None 


None 
None 
None 
None 
None 
None 
None 


#28 


S 
7 





























WHEAT 
a cc Nth lelectra pledge aati amen tik pcg banca clsinanaitincng tite is 
1, 583, 914 14, 589 None 1, 466, 663 
830, 581 None None 823, 252 
1, 641, 284 5, 702 None 1, 617, 821 
669, 955 None None 641, 327 
1, 105, 163 None None 1, 097, 669 
1, 830, 622 None None 1, 813, 879 
604, 458 None None None 
GRAIN SORGHUM (HUNDREDWEIGHT) 
None None None None 
25, 076 None None | 16, 539 
58, 885 None None | 29, 402 
94, 084 None None 61, 427 
2, 213, 391 None None 1 = 707 
3, 047, 724 461, 281 None 379, 281 
3, 525 None None None 
BARLEY 
I iethiitis a anicetadecslbiesiadte Liaise ttt et dilie a eae Y 8,975 None None 3, 730 
ae 21, 907 2, 587 None | 17, 883 
St nitetitnn Giaed tect thancewouseomccoeme ta 22, 487 None None 7, 572 
ee 24, 585 None None 9, 053 
ee Cee aad kl ton waekuobeneun oda 130, 831 None None 114, 566 
a le | 190, 365 None None 163, 787 
1960 through October..............-....-.--.-.- | 28, 475 None None None 
RYE 
el a ns pee ek te lee wt 1,901 None None 576 
at Check dda bagi hdanintn ce ican duibbatie 1, 399 None None None 
I 16, 186 None None 10, 569 
sivas conde ude Edie wh Sate erates 897 None None 897 
I Nk ls a a 15, 455 None None 14, 410 
EE ltt cicrseinse <i MEntinm mine wing eines calialall 14, 792 None None 13, 584 
1959 through October........................-.- None None None None 
FLAX 
Sch SRR coed eS Se 8 coe oe Ea, 112, 476 8, 773 None 86, 374 
ee reer aire aeons 60, 136 7, 762 None 51, 058 
ER aithad Silos: cc dickdk coe nsaddbecacdnaue 31, 453 None None id 
a a a 36, 105 None None 33, 373 
Rn ee oe Sr Ne Ee Te 22, 221 None None 16, 780 
a elated a eee 57, 611 None None 56, 803 
1959 through October..............-...--------- 1, 354 None None None 


stein i nce me 


recol 
1958 
redu 


lows 
on th 


Acret 


Numb 
Acres | 
Practit 
Annua 





Not 


ington 
eumul: 


int 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 817 


Mr. Naventon. I think perhaps at this point we might get into the 
record information about the effect of the soil bank in 1956, 1957, and 
1958, since there was, as Congressman Langen pointed out, an actual 
reduction in acreage in these years, 

The figures in exhibit E indicate that in 1956, 1,277,480 acres in 
Jowa were in the soil bank corn program, and that the total payments 
on this were $51,834,000. 

(The exhibit referred to above, follows :) 


ExuHrBiTt E 


Acreage under acreage and conservation reserve practices in Iowa each year 
and the payments made on such acreage 











Sign-up statistics DPC summary as of 
Aug. 14, 1959 
1957 1958 1959 1956-59 
1956 (cumulative) | (cumulative) contracts contracts 
(cumulative) 
a 
Number of contracts.......------| 76 1, 235 1, 615 5, 311 6, 154 
Acres under contract. -......---- 2, 167 50, 715 72, 580 423, 698 492, 556 
Practice payments. - ..------- sopeseens : $378, 250 Pe eA 
Annual payments. ------------ $23, 899 | $572, 989 $804, 816 


$7, 993, 543 | $8, 773, 904 
Norte.—Only sign-up statistics are available in the State office; actual statistics are maintained in Wash- 


ington and in the Data Processing Center (DPC) at New Orleans. Conservation reserve data are generally 
cumulative from year to year. 





CSS state- 
Acres in ment of pay- 





agreements | ments made 
through July 
31, 1959 

1, 277, 480 $51, 834, 088 
5, 667 113, 022 
758, 966 34, 012, 788 
7, 294 183, 196 
1 132 
1, 019, 342 49, 752, 541 
9, 247 234, 253 
1 132 











Mr. Scuwesxe. Mr. Naughton, I would like to defer that to Mr. 
Sturgeon. 

Mr. Naveuton. The 1957 figure I have here for corn is 758,966 acres, 
and payments of $34,000,012. 

The 1958 figure for corn in the soil bank program—the acreage re- 
serve program, is 1,019,342 acres, with total payments of $49,752,000. 
_, Fheoretically this was land which would have been planted for corn 
if it had not been put in the soil bank, am I correct ? 

Mr. Srurcron. That would be right. It is land that the farmer 
signed up to reduce his corn planting below his allotment, his corn 
allotment for the year, or any other commodity that was included in 
the soil bank. 

Mr. Naveurton. So if it had not been for these soil bank payments 
of around $135 million in 3 years, presumably the corn acreage planted 
in these 3 years would have been some 3 million additional acres? 
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Mr. Srurcron. That is a fair assumption, I think. 

Mr. Scuwesxke. This discussion on the soil bank raises this point jg 
my mind. I would like to go back to exhibit 5, and we note the drop jn 
acreage planted in compliance with the allotments in 1957, and also jp 
1958. 

That was due in a large part to the compliance farms having placed 
most or all of their corn allotment into the soil bank at that time. That 
is one of the reasons for that sharp drop in those 2 years. 

Chairman Smiru. A farmer was free to put what he would have put 
into corn into the soil bank and go into another field and put in grain 
sorghum or some other grain, wasn’t he? 

Mr. Sturcron. May I take that one? In the first 2 years of the pro- 

ram, that was true, there was no requirement, but in 1958 they rap 
into a soil bank base principle in which the producer was given a base 
for these grains—in other words, all grain crops that he could grow— 
and his acreage put in soil bank was reduced from that base, the same 
as in the conservation reserve, has been all the time, but that was ip 
the year 1958. 

Chairman Suir. That would apply only to 1956 and 1957? 

Mr. Srureron. Yes. 

Mr. Scuweske. I have no further comment on exhibit C. Arm 
there any questions you have ? 

Chairman Smirx. Do you want to continue reading ? 

Mr. Scuweske. I believe Paul Wood was reading. 

Mr. Woop (reading) : 


For the 1959 corn price-support program, allotments have been discontinued 
and all corn is eligible for loans and purchase agreements at one rate. The parity 
formula of determining support rates has been dropped this year, and in liey 
thereof rates are determined by taking 90 percent of the average price received 
by farmers for the calendar years 1956, 1957, and 1958. The national average 
support level under this formula is $1.12 per bushel, with the average Iowa rate 
at $1.07 per bushel 


Chairman Samirxn. We have no corn allotments this year and your 
table shows that in 1958 the planted acres were 10,238,000, and in 
1959 it jumped to 12,234,000. 

So you had a jump of about 20 percent in the acres planted when 
we went under the no-allotment program. 

Another factor involved, of course, is production per acre. Do you 
have any comparison of production figures ? 

Mr. Scuwepske. The preliminary estimates for 1959 as furnished by 
AMS are well in the sixties. I can’t quote the figure exactly. 

Chairman Smiru. For 1958 what was it ? 

Mr. Scuwepke. It wasalso in the sixties. 

Chairman Smrrn. But lower? 

Mr. Scuweske. I don’t recall. 

Mr. Srurceon. 65.5 was one figure I recall on it. 

Mr. Scuwepke. I can get those figures for the 5 years, 1954 through 
1958 and make them part of the exhibits. 

(The information referred to appears previously in the record.) 

Chairman Smrrn. So we are safe in saying at this time that we had 
a 20-percent increase in acreage, and at least no appreciable decrease 
in production per acre? 

Mr. Scuweeke. That seems to be reasonable. 
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Chairman Smirn. And this, of course, gave us this total figure of 
692,790,000 bushels a year ago as compared to this year’s total of more 
than 800 million. rr 

Mr. Scuweske. Thatisright. 

Chairman Smiru. Is that the alltime record ? 

Mr. Scuweske. I believe that is in production and probably also in 
acreage. Lam speaking of Lowa. 

Mr. Naventron. About how much would that exceed the previous 
alltime record ¢ ; 

Mr. Scuweske. In acreage, as I recall, the previous alltime high 
was back in about 1932 or 1933, and it was in the neighborhood of, oh, 
about 1134 million in round figures, or 1114, in that neighborhood. 

Mr. Naventon. How about in production ? 

Mr. Scuweske. I don’t recall the yield at that time. I would pre- 
sume the yields in 1959 are somewhat higher than they were in 1932 
and 1933. bey eu 

Mr. Navenron. It was my impression that the 1959 yield is prob- 
ably at least 125 million bushels greater than the previous alltime 
record, is that about right ? 

Mr. Scuweske. Again I can’t make a guess on that because I don’t 
know. 

Mr. Naventron. Does anyone have th.t ugure ? 

Mr. Guenn. We don’t have it here. 

Chairman Smirn. That means then that we are going to have a 
larger storage problem next year than we had this year, 1s that your 
interpretation ? 

Mr. Scuweske. I would refer that to Mr. Wood or Mr. Bright- 
well, 

Mr. BrigHtweELu. It would appear that it would be. There are, of 
course, many undetermined factors at the moment. 

Chairman SmirnH. But in your position, you have to estimate the 
grain storage needs for the coming year. Based upon the factors that 
you have used over a period of years, upon your experience, do you 
judge that there will be an increased takeover next year? 

Mr. Brigutweiy. In Iowa I do. 

Chairman Smiru. Do you have any estimates as to the amount? 

Mr. Brieurwe . I believe in our statements we have some figures 
which indicate that we estimate there will be approximately 225 mil- 
lion bushels of corn under support in August of 1960. 

We further estimate that about 60 million bushels of that amount 
can be resealed on farms, which leaves 165 million bushels of corn that 
will either be delivered to the Government, or some amount may be 
repaid by producers in the event that market prices are above the going 
rate, 

Chairman Smrru. As to this 60 million, is that your estimate of the 
amount that actually will be resealed, or is that dependent somewhat 
upon whether or not the farmer has a big crop and needs the space on 
the farm for his new crop? 

Mr. Bricutwei.. That figure is an estimate based on past history 
over about 17 or 18 years. 

Chairman Smiru. Do you think that is a fairly reliable figure? 

Mr. Brigutwext. I do. 











820 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Chairman Sairu. Do you have any figures that compare this to th 
national takeover or carryover ? me 

The reason I ask this is that the November demand and pric, 
situation report, the 1960 outlook issue, issued by the Department of 
Agriculture, estimates that the carryover nationally next year wil] hy 
2,100 million bushels as compared to 1,550 million bushels this year 

That would be an increased carryover of about 550 million ushels 
in 1 year. I am wondering if there is any way to cross-check thig 
against the Iowa figure, since Iowa is such a large share. 

Mr. Bricutwe tt. I will check it with the national figures. In fae 
I didn’t even know they were available, and as a result I have made no 
comparison. . 

Chairman Smrru. Is there a fairly steady figure that can be used 
percentagewise, as to lowa compared to the national figure on corn! | 

Mr. BricHtTwe.u. Just guessing, I would believe it might be 33 oy 
34 percent of the national figure. 

Chairman Smiru. And therefore the national figure of 550 million 
bushels, if divided by 3, you get just about what you had. 

Mr. BrigHtweE.. Yes. 

Chairman Smiru. 165 million. 

Mr. Carser. You aren’t going to consider that amount. You know 
he made a statement that this is the figure that will be produced and 
what will be resealed, but there is going to be some redemption of that, 
The history has always been that there was some. 

Last year there was 40 million bushels of the price support. I don't 
believe you would justify 165 million bushels takeover. Again that is 
a@ guess. 

Chairman Smirn. Was your figure of 165 million the amount you 
expect to be taken over by the Government ? i 

Mr. Briautwe tu. I believe I said that was the amount that we ex- 

ected to be taken over, less whatever was repaid on account of demand 
or feed or market prices being above the support rate. 

Chairman Sairu. In arriving at this figure in the year 1959, there 
was less taken over than normal, wasn’t there ? . 

Did you take over much corn this last August and September? 

Mr. Brigutweti. We took less than we normally do. I believe our 
takeover was about 75 million bushels. 

Mr. Woop. I think it was about 75 to 80 million bushels. 

Chairman Samiru. This was the first August and September when 
the market price was actually a little bit higher part of the time than 
the loan against the corn, is that right ? 

Mr. Bricutrwe.y. It was higher than the low support rate. 

Chairman Smirn. Yes. You took over high support corn; that is 
what you took over, wasn’t it ? 

Mr. Bricutwetu. That is right. 

Chairman Smrrn. The reason I ask this is that in May, I think it 
was, Mr. Berger was before the committee in Washington, and we 
engaged in a little discussion in which we were talking about putting 
corn on the market in such volume out of Government bins as to keep 
the market below the low support price, and this of course would tend 
to oo farmers deliver to the Government instead of sell to the 
market. 
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As I understand it, the volume of corn going on the market out of 
Government bins was reduced considerably this fall, and the market 
actually got above the low support price and this did make corn go 
to the market instead of to the Government. 

Mr. Bricutwet. That is right. 

Chairman Sarru. This is probably as good a place as any to get 
into the question of what facilities you have for taking over 165 mil- 
lion bushels in Iowa next year, or whatever it happens to be. 

How much bin space do you have in Government-owned bins? 

Mr. BricutwetL. We have approximately 53 million bushels of 
usable CCC bin space, which is now empty. At the present time I 
don’t believe there is very much empty storage space in commercial 
warehouses, so that this 53 million bushels of empty bin space is cur- 
rently the only space available for this takeover. 

Chairman Smiru. Warehouses are essentially filled up then ? 

Mr. BrigHtwe... I believe the information that I have access to 
indicates that they are approximately 80 percent full, which I would 
consider to be a normal filled capacity. 

Chairman Smiru. In other words, they never do go 100 percent? 
They have to have room to shift grain and so forth ? 

Mr. Brigutweti. They have to have working room and turning 
room, that is right. 

Chairman Smiru. How does it happen that there are 53 million 
bushels of empty Government bins and yet the warehouses are full? 
Isthat a policy or what ? 

Mr. Brigutwe.u. I have some information here that I would like 
to make reference to, if you will give me a couple of minutes. 

Mr. Carper. May I say that he made a statement that warehouses 
are about 80 percent full, and you will find our figure of 53 million is 
about 80 percent too, so they are running pretty close together. 

Chairman Suirn. I thought he said this 53 million was available. 

Mr. Carser. That is right; that is about 80 percent of our total. 
I mean the difference between that is only about 20 percent of the 
total space that is available. 

Mr. Naventon. Excuse me, Mr. Brightwell. Is that 53 million 
figure after subtracting 10 percent for turning room? 

Mr. Brieutwewu. Yes, sir. 

Mr. Naventon. So you have already subtracted 10 percent in 
arriving at the figure of 53 million? 

Mr. Bricutweti. That is right. 

Mr. Naventon. And you do not engage in any blending or mixing 
or marketing operations of the type that the commercial elevators use 
the 20 percent space for, do you? 


Mr. Bricntwetx. No, sir. These are the figures I have here, which 
I want to refer to. 

In January 1959 there was approximately 267 million bushels of 
warehouse space in Iowa, approved under the uniform grain storage 
agreement. 

If we subtract 10 percent for turning and other uses, that leaves a 
usable capacity of 240 million bushels, in which there were stored 
on January 1 of this year, 217,390,000 bushels of grain. On that basis 


this makes a utilization of about 90.5 percent for warehouses on 
January 1, 1959, in Iowa. 
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In October of this year, due to some new warehouse space gop. 
structed this past summer, we are anticipating that there will be about 
325 million bushels of warehouse space approved under the uniform 
grain storage agreement, which represents about 29214 million bushels 
of usable capacity in which there will be stored approximately 999 
million bushels of grain, which represents about 78.3 percent utiliza. 
tion of commercial warehouses. 

Mr. Carper. That is usable space. 

Mr. Brieutwett. That is right. In 1958, about 87.9 percent of the 
CCC-owned bin space was used. 

In 1959 approximately 78.4 percent of the usable CCC-bin space 
was used for the storage of grain. 

This compares very closely to the 78.3 percent of space utilized jp 
warehouses. I think we might say that we have, on a percentage 
basis, about the same amount of utilization of bins and warehouse 
space in Iowa. 

Mr. Naucuton. You do not, of course, store in CCC bins any grain 
for other than the Government? In other words, the grain which 
is stored in CCC bins all belongs to the Government, am I correct, with 
the exception of cases where you rented bins? 

Mr. Brigutwe... That is right. 

Chairman Smiru. Do the commercial elevators store grain privately 
as well as for the Commodity Credit Corporation ? 

Mr. Brigurweint. Yes. ‘This capacity figure that I am talking 
about, of the utilization of warehouses, is for all grains—corn, oats, 
wheat, rye, soybeans, and grain sorghums. 

Mr. Naveuton. In other words, you have some 78 percent of the 
capacity of commercial warehouses filled with CCC grains? Then 
there is also some private grain in some of these elevators ? 

Mr. Bricgutwe.u. This 78-percent-utilization figure for warehouses 
includes privately owned stocks of grain as well as Government-owned 
stocks. 

Mr. Naveuton. So this is the total of utilization instead of just 
CCC grain? 

Mr. Brigutwewu. That is right. 

Mr. Naucuton. About what percentage of the grain stored in com- 
mercial elevators is CCC grain ? 

Mr. Bricutwewu. It would be a very high percentage in our State, 

Mr. Navueuron. On January 1, if I recall the figures, the usable 
capacity of commercial elevators was 240 million bushels, There 
were 217 million bushels of grain in these elevators. 

How much of that grain was CCC grain ? 

Mr. Brigutrwey. I don’t have any accurate figures on that. Of 
course, there would be a little less CCC grain on that day, because of 
soybeans and sorghum which were privately owned as of that date. 

Just guessing, as of January 1 it might be 60 percent CCC grain. 
That percentage, however, would rise, I believe, to 70 or 75 percent 
in October of this past year because on October 1 of this year not 
very many soybeans were in warehouses that were privately owned 3s 
of that date. 

Mr. Navueuton. Do you have figures for October 1 of this year as 
to the available capacity and the amount of CCC grain that is stored 
in commercial elevators? 
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Mr. Bricutwett. Approximately 185 million bushels on October 1. 

Mr. Naveuton. Would there be some commercial space that would 
normally be vacant all the time as a result of movements of grain? 

Mr. BricurwetL. Yes, there would be some space in commercial 
warehouses that would always be vacant for merchandising, turning, 
and other reasons that I don’t know about. 

Mr. Naventon. And, of course, if a commercial elevator wants to 
keep his local customers, he has to keep space available to take over 
grain when they bring it in. _ 

* Mr. Brigurwet. That is right. 

Chairman SmirH. I have here notice GR-278, of June 18, 1956, 
which states as follows: 

The Department has constantly reaffirmed its policy of utilizing CCC-owned 
storage facilities as a reserve of storage to handle the grain in excess of that 
storable and commercial capacity. ASC county offices should exercise the pre- 
caution to insure that all approved and available commercial warehouse storage 
space in the local trade area is fully utilized prior to directing deliveries to 
cCC-owned storage. 

The commercial warehouse facilities should be utilized as long as space is 
made available, even though they may have been previously filled during the 
season. 

Iam wondering, is this policy still in effect ? 

Mr. BrigHtwett. What is that notice again? 

Chairman Smiru. GR-278. 

Mr. Brigutweu. Is that a Washington release? I assume it is. I 
believe there is a later one. 

Chairman Siri. Is the policy still in effect, that you are to use 
warehouse space, if available, any time it is made available ? 

Mr. Brigutwe.i. Yes, sir. The policy of the Department is to use 
warehouse space in a town before CCC-owned bins are used. 

The national policy has been changed or supplemented a little bit 
since this notice that you referred to, and I have here a copy of a cur- 
rent national policy, dated May 1, 1958, which is signed by Mr. Pollock, 
Director of the Grain Division, and concurred in by the Deputy Ad- 
ministrator for Price Support, and the Executive Vice President of 
Commodity Credit Corporation and the deputy administrator for 
production adjustment. 

Chairman Smirn. How does that policy differ from the previous 
policy ¢ 

Mr. BrigHtweE.u. Very little. 

Chairman Saurru. In other words, the national result of this policy 
would be that you would have some empty bin storage available, 
even when warehouses would be full ? 

Mr. Bricurwrti. In some towns we would have to leave bins 
— there was available commercial warehouse space. 

hairman Smiru. This is the part that I don’t quite understand in 
here. It says that you are to use the commercial warehouse facili- 
lies even though they may have been previously filled during the 
season. 

Does this mean that if the middle of the winter some warehouse 


facilities were made available, that you remove the corn from the 
CCC bins into the warehouse ? 
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Mr. Bricutrwetu. That policy, of course, was changed just a little 
bit in this new directive, and we have never moved any corn out of 
bins into warehouses except during 1959, under the reconcentration 
program. 

Chairman Smirn. And you did move some then not in the normal 
practices of things, but nonseasonal movements; is that right? 

Mr. Bricgutwe.i. We moved some corn from our bins into the ware. 
houses under this reconcentration policy during the early months of 
1959. 

Chairman Smirn. And left the Government bins empty the reg 
of the year then; is that right? 

Mr. Brigurweu. I wouldn’t like to leave the record just like that. 
I would like to say that at the time the application for the move. 
ment of the grain out of our bins into warehouses under the recop- 
centration program was approved, the information that supported 
that approval indicated that there would be sufficient grain to come 
into that town to fill up the empty bin room created by the movement 
from the bins to the warehouses. 

Chairman Smiru. When? 

Mr. Bricgutweti. During the takeover in 1959, in August and Sep- 
tember. There were undoubtedly some towns where this movement 
occurred, where we didn’t get the corn back into the bins because the 
takeover was somewhat less than was anticipated in the early part 
of 1959, when these applications were approved. 

Chairman Sairu. I am interested in why these warehouses were not 
available the previous August or September at takeover time. 

Were they not built yet or being used for other purposes, or do 
you have that information ? 

Mr. Brigutrweu.. Some of the warehouses were in existence, and 
in those towns there probably was more warehouse space during the 
1958 takeover than there was takeover grain coming in, so that in the 
early part of 1959 we would have those kinds of warehouses empty, 
and there was a small amount of new construction in March and Apmil. 

However, the bulk of the reconcentration movement came out of our 
bins into warehouse facilities which were not filled in the takeover 
program of 1958. 

Chairman Smirx. You don’t any longer have a policy of guarantee- 
ing a builder of a warehouse, by contract, that his storage will be filled! 

Mr. Brigutweu. No, sir, we do not. 

Chairman Sairn. But in effect, this amounted to the same thing, 
a policy that would mean you would always fill the warehouse when 
it was made available to you, so the risk of having empty warehouses 
is rather staall under that policy ? 

Mr. Brightwe... Yes, sir. 

Mr. Naveuton. May I ask a question ? 

Mr. Brightwell, let’s see if we have this clearly. Under the policy 
of the Department of Agriculture—and incidentally, these policies 
are set in Washington, am I correct on that? 

Mr. Brigutwe.u. That is right. 

Mr. Naveuton. Was the State ASC office consulted in the formula- 
tion of policy? Was the first you heard about it when it came down 
from Washington ? 

Mr. Bricutwe.u. You are speaking of the reconcentration! 
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Mr. Naventon. No, first of the previous policy of filling commercial 
bins first from corn which is coming in from the field. 

Mr. Bricutwe.i. Well, this policy of utilization of warehouses 
before using CCC-owned bins actually has been used to some extent 
in the Department for a number of years. . 

The recent formulations that I referred to—and I believe the one 
Congressman Smith referred to in 1956—strengthened that policy to 
some extent. : . : ; : ‘hey 

We did participate in some of the discussions in 1956 on that utiliza- 
tion policy. With respect to the reconcentration movement, we didn’t 
participate, nor were we asked for recommendations about the recon- 
centration program before it was announced, 

Chairman Smiru. In these discussions that you had, was the reason 
that the policy was to be initiated to encourage the building of more 
warehouse space! Is that the primary purpose, or what was the 
purpose ‘ _ 

Mr. Brientwet.. I believe the Department takes the position that 
this policy is in line with the Charter Act, on which I am not qualified 
to talk. 

Chairman Smiru. Using normal channels of trade? 

Mr. BrigHTWwELL. Yes. 

Mr. Naveuton. Going back to the difference between the policy of 
preference for private trade channels and the reconcentration pro- 
gram, up until 1956, the policy in effect was that when CCC grain was 
taken over from farm storage in August or September of each year 
when it came in, that if you had empty CCC bins on one side of the 
street, and an empty conimercial warehouse or 50 percent full commer- 
cial warehouse on the other side of the street, you would first fill the 
commercial warehouse to the extent that that warehouseman wanted to 
be filled before putting any corn in CCC bins, is that right? 

Mr. Baicntweti. That is right. 

Chairman Smirn. And so under that policy, I presume that any 
warehouseman who had available facilities at the time of takeover 
through the years has now gotten any CCC grain that he wanted 
that was available in his vicinity ? 

Mr. Brigutwet.. If it were delivered to his town, of course it would 
have to go into the existing warehouse space. 

Mr. Naventon. To the extent they wanted to be full and there was 
corn in the vicinity, they got it ? 

Mr. Brigutweuy. That is right. 

Mr. Naveuton. The new refinement of this policy which came out 
in 1958, after the corn takeover had been accomplished—or most of 
it—provided in effect that not only do you fill the private space first, 
but if you have an elevator which doesn’t have space available when 
the corn is coming in, and later the warehouseman has some empty 
space, that you load corn out of the CCC bins and take it across the 
street to put it in the commercial elevator: is that right ? 

Mr. Bricutwei.. That is not correct. The only time that we made 
any movement, as I said, out of CCC bins into commercial warehouse 
storage was under the reconcentration program which went into effect 
inthe early part of 1959. 

That policy, incidentally, has been discontinued. 

Mr. Naventon. Did the Iowa State office people recommend its dis- 
continuance ? 
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Mr. BricgHtweELL. Yes, sir. 

Chairman SmirH. When was that discontinued approximate] 
month ago, 2 months ago, or when ? me 

Mr. BricutwEeLu. Approximately August, I believe. 

Mr. Naventon. What were the reasons why its discontinuance was 
recommended ? 

Mr. Bricutweiu. Well, I have a record which I would like to 
refer to. 

Mr. Naventon. Surely. 

Mr. Bricutwett. In which I set out some of the reasons for g 
recommendation by the State office that the program be discontinued 

At the conclusion of the program in July, it was reviewed in our 
office, and with the members of the Iowa Warehouse Work Commit. 
tee, which is composed of trade representatives and ASC personnel 
we prepared and presented the following summary, which I would 
like to read, if I may. 

Mr. Naueuton. Surely. 

Mr. Brigutwe.. (reading) : 


One of the primary purposes of the movement of grains stored in CCC-owned 
bins to local warehouse storage was to encourage the expansion of warehouse 
facilities sufficient to handle the anticipated takeover of price-supported com- 
modities at locations where there was a shortage of storage space. 

A total of 82 applications for the movement of corn stored in CCC bins into 
local warehouse storage was received in the State office during this year’s pro- 
gram. A total of 67 applications were approved; 15 applications were rejected. 
The 67 approved applications authorized the movement of 4,645,589 bushels of 
corn. 

A total of 30 of the 67 applications approved were on existing storage. These 
30 applications total 1,922,125 bushels. The 15 rejected applications covered 
the movement of approximately 700,000 bushels of corn. 

Three applications were rejected because the applicant warehousemen built 
space in excess of local takeover requirements. One application was rejected 
because it was received too late. Two applications were rejected because they 
covered the movement of corn stored in the bin site which was being moved to 
a new location. 

Hight applications were rejected because other warehouses located in the same 
town of the applicant built new space, and as a result, there was storage space 
in excess of local takeover needs. 

One application was rejected because the estimated amount of corn which 
would be taken over dropped considerably between the time the warehousemen 
started to build and the time his storage was completed. When the storage was 
completed it was in excess of local takeover needs. 

When the program was announced, State offices were not furnished any oper- 
ating procedure. Operating procedure was developed as the program progressed. 
As a result there was a great deal of misunderstanding about this program 
and how it would operate. 

In many instances this has caused warehousemen to become irritated with 
the Department of Agriculture. 

There was a number of applications approved covering the movement of corn 
in such quantities as to provide storage for the takeover. After this movement 
was completed, these same warehousemen built additional warehouse space, 
which means that no corn will be put back into CCC bins at such locations this 
year. 

As pointed out above there were several locations where a warehouseman Ccon- 
tacted his local county ASC office and then provided the amount of space sufl- 
cient to handle the estimated takeover price for commodities. 

These warehousemen believed that they would be able to get corn moved from 
bins into the warehouse space. However, before this new warehouse space was 
completed, another warehouse in the same town also provided additional space, 
and as a result, there was a surplus of storage in the towns. 
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Set out below is an example. An estimated takeover of 592,457 bushels; 
existing warehouse space of 25,000 bushels ; new warehouse space construced 
in 1959, 700,000 bushels ; empty CCC bin space, 147,942 bushels. : ; 

There were several locations in Iowa where this kind of a situation developed, 
largely because of the reconcentration program providing for the movement of 
corn from bin storage into privately owned warehouse storage. ; 

The program is extremely difficult to administer for the reasons pointed out 
above and summarized below : ; : 

1. “New warehouse storage constructed in an amount equal to handling take- 
over of grain, together with CCC storage ; warehousemen later build additional 
storage to handle the amount which should be stored in bins. This caused CCC 
storage to remain empty. 5 

9, “Applications for the movement of grain can’t be approved until the storage 
is in existence. Warehousemen may contact county offices before building and 
then build the amount of additional space which the county believed will be 
needed. 

3, “When this space is completed and the application is filled, the amount of 
new storage then needed may have been materially reduced for a number of 
reasons, or some other warehousemen in the town has provided additional stor- 
age, and as a result, the warehousemen who contacted the county office can’t 
have his application approved for the movement of grain into his warehouse 
storage. 

4, “Warehousemen can only be assured of receiving corn under the reconcen- 
tration program providing the estimated amount of the additional space needed 
remains the same or is increased between the time construction of the storage is 
started and completed, and further provided that no other warehouse in the 
town will construct additional warehouse space during the same time that the 
applicant warehouseman is constructing his storage. 

5. “The program only provided 2,723,464 bushels of new storage space, which 
is only a fraction of the amount of new warehouse storage that has been pro- 
vided in Iowa this year. 

6. “Tentative estimates indicate that somewhere between 45 and 50 million 
bushels of new warehouse space has been provided outside of the reconcentra- 
tion program.” 

That summary was made available to our Washington people in a letter dated 
August 3, 1959, and on September 9, 1959, we received a letter from our Wash- 
ington office indicating that the program was applicable only to the takeover 
for 1958 crops and was no longer in effect. 


Chairman Surry. Do you have a table in here that shows what 
happened, or your estimate of what happened to total capacity in ware- 
houses over this period of years ? 

Mr. Bricutweii. What kind of a table are you referring to? 

Chairman Smiru. Do you have an estimate as to how much ware- 
house storage is available now and for previous years? 

Mr. Brieutwe.u. No, I don’t. 

Chairman Smirn. Capacity—I didn’t mean available—but total 
capacity of warehouse storage ? 

Mr. Brigutweiu. In the summary statement which we prepared, 


there is a comparison of the warehouse space. I might just read that 
for you. 


In 1952 there were 722 State-licensed warehouses in Iowa, having a storage 
capacity of 50,196,565 bushels. At the end of 1958 there was approximately 267 
million bushels of warehouse storage capacity approved under the Uniform 
Grain Storage Agreement in Iowa. It is estimated that at the end of 1959 the 


total warehouse space in Iowa will be in excess of 325 million bushels in which 
there will be about 185 million bushels of corn. 


_ Chairman Sarr. So it went from 50 million in 1952 to 325 million 
In 1959, is that right ? 


Mr. Brtcurwet. That is ri ght. 
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Chairman Smiru. We are, of course, interested in what capacity 
would ordinarily be expected to be necessary and reasonable to carry 
out the functions of a carryover of feed grains. 

Do you have tables that show the carryover? I think we had them 
a while ago. What is the carryover of feed grains from year to year? 

Mr. BrigutTweu. I don’t believe there are any in here on that. _ 

Chairman Suirn. How about the amount of grain stored by Com. 
modity Credit ? ‘ 

Mr. Bricutwett. The only information we have in this summary 
on that, I believe, is the amount of grain stored in CCC bins. ; 

Chairman Smirn. You don’t have the amount stored in warehouses? 

Mr. Bricutwetu. No, sir. 

Mr. Gienn. I don’t believe you asked us that. 

Mr. Brieutwet.. I don’t think so. 

Chairman Suir. Maybe we didn’t. I don’t know. Anyway, you 
don’t know offhand how much has been stored from year to year? 
You don’t have a table as to how much CCC grain has been stored in 
warehouses over a period of years ? 

Mr. Brienrweiti. No; I don’t. That information is currently not 
available in our offices. We have to get that from the regional com- 
modity office in Evanston, and time didn’t permit us to get all the 
information for this hearing. Wecan get it. 

Chairman Samirn. I believe you did say the amount of corn in Iowa 
would be a third of what it would be in the Nation ? 

Mr. Brigutweiu. That is right. 

Chairman Smiru. So if it is estimated that there should perma- 
nently be in good years a billion bushels of feed grains carried over 
for the national interest, and we were to have a third of that in Iowa, 
there is approximately the amount of warehouse storage available at 
the present time to carry Iowa’s share of that total amount of grain, 
325 million bushels ? 

Mr. Brieutweii. You are talking about a billion bushels of carry- 
over of all feed grain or corn ? 

Chairman Smirn. Corn. 

Mr. Brientwety. That is right, if all of that warehouse space be 
utilized for the storage of corn. 

Chairman Smiru. But part of this is for other grains; is that right! 

Mr. Brigurwet.. That is right. 

Mr. Laneen. Mr. Chairman, the question I wanted to bring into 
the scene here is that we are looking at the total storage needs, and 
the problem that is before us, and we have recognized that the corn 
acreage went up by some 2 million acres in 1959, consequently pro- 
ducing a larger crop, requiring additional storage. 

However, this 2 million acres must have come out of some other 
crops. Supposing it had not been planted to corn, might it not have 
been planted to oats or soybeans or barley or something else, and that 
those grains again might have required storage / 

What is the relationship between these two? Isn’t it logical to as- 
sume that the production of the other crops must have gone down 
somewhat ? 

Mr. Scuwerxe. That would probably be true. Some of the m- 
crease in 1959 would be land that was in the acreage reserve in 1958. 
I don’t have the exact figure. You can quote that figure, perhaps. 
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Mr. STURGEON. Approximately 1,200,000 acres of that land was 
idle in 1958. 

Wee face. Idle in 19587 There would be then another 800,000 
acres, or somewhat in excess of that that would have come out of other 
crops! 5 

Mr.Scuwepeke. Yes. - 

Mr. Lancen. I notice the acreage of oats dropped by some 500,000 
acres, and sorghum must have dropped by some 225, barley about 
3.000, so there has been some reduction in the other crops, too. 

‘Mr. Scuweske. Yes, sir. 

Mr. Carver. There was a sizable production of soybeans and of 
course that complicated it. And there was a reduction of beans, too. 

Mr. Lancen. May I ask in that connection—and I didn’t hear it 
mentioned—but I take it there is no association. As I recall, the con- 
tracts that were issued early with regard to warehouse storage—and 
there were three contract plans, were there not—and some of those 
had a requirement of an occupancy. ; 

Does that requirement have anything to do with the movement of 
orain from Commodity Credit bins to warehouses now or didn’t it play 
a part ? I know some of those contracts are still in existence. 

Mr. Bricutrweti. I believe you are talking about the guarantee 
storage programs which were in effect. 

Mr. Lancen. Right. 

Mr. Briegutwetu. In 1954 and 1953, some of which were in Iowa. 
But we made no movement of grain out of bins into those warehouses 
under the guaranteed storage program. 

Mr. Lancen. One further question. Somewhere along here, the 
amount of grain stored in commercial warehouses must have gone 
down, or they built new space. That was what brought about the 
requirement that some grain be moved. 

Is it mostly because of new buildings or is it because of a reduction 
inthe quantity of grains they may have been holding? 

Mr. Brigutwetu. I am sorry, but I still don’t fully understand the 
question. 

Mr. Lancen. Where did the demand for moving the commodity 
out of the commodity bin come from? Was it because of new build- 
ings or because of grain that had moved out ? 

Mr. Carzer. Part was to include building additional space that was 
needed. That was part of the reason for moving, in order to provide 
space for the takeover that was facing us in the fall of 1959. 

Mr. Bricutweti. The reconcentration program which was a pro- 
gram providing for the movement of grain from bins into ware- 
houses was announced by the department in the latter part of 1958 
to encourage the expansion of commercial warehouse space in ad- 
vance of the takeover program in 1959. 

That was the primary purpose of that program when it was an- 
hounced—and I believe I have here the directive that came out of 
Washington on that. 

Mr. Lancen. In that case may I then ask—because it was there for 
the purpose of encouraging additional storage space—how much addi- 
honal storage space did that encouragement produce ? 

F Mr. Bricutweiy. In Iowa I believe I have indicated it produced 
“(28,464 bushels of new storage space, which, as I have previously 
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said, was only a very small part of the total storage that we needed 

So the record indicates that the program did not produce ney 
storage as it was originally intended to do, which perhaps may haye 
been one of the reasons that the program was discontinued in Sep- 
tember of this year. 

Mr. Carper. May I say another reason for thinking of this was 
moving our older stocks closer to the market. That was one of the 
reasons for it, to get it out of the bins, get the older stocks out of the 
bin closer to the market, whereas, if we waited until takeover the cor 
would go into new storage and the older stocks would stay in the 
bins. 

Chairman Smiru. Was this corn actually moved in line to the mar. 
ket, or was a lot of it moved out of line? 

Mr. Carver. Moved to commercial warehouses. Ordinarily they 
are the ones who take it out of the bins and move it to the market, 
It was a step closer to the market. 

Chairman Smirn. Where was the grain from Iowa moved? Was 
some of it moved outside lowa ? 

Mr. Carper. Not in the reconcentration program. 

Mr. Brigutwe.u. Under the reconstruction program all of the move- 
ment from CCC bins was to warehouses adjacent to the bin site, or 
within the county. 

Mr. Navueuron. Getting back to the reconcentration program, the 
incentive which encouraged people to build new storage to the extent 
they did, was that by so doing they hoped to get into their elevator 
some Government corn which was stored in that town in bin sites, and 
of course, start collecting storage and handling charges on it? 

Am I correct in that ? 

Mr. BricurweE.u. That is right. 

Mr. Naveuron. Is it a fact that your experience under the program 
was that in some localities, several people started competing to get their 
hands on this Government grain, and they all started building storage 
space ¢ 

Did you have instances of that kind ? 

Mr. Bricutwe.ut. Yes. You see, the instructions provided that the 
amount of corn which could be moved out of CCC bins into ware- 
house space couldn’t be in excess of the space which was needed to be 
made available for the takeover of grain. 

When a given warehouseman first talked to his local county ASC 
office and they gave him what they believed to be the takeover of com 
in that particular town, he may have gone out and built enough space 
to provide for that takeover. 

However, another warehouseman in the same town who also wanted 
to get some grain out of the bins could come in, and did in some cases, 
come in and build additional storage space in that same town. 

As a result he was not eligible to get grain under the reconcentration 
program out of the bin site, because we had empty storage space In 
excess of the estimated takeover at that town. 

So we did, have in some instances too much warehouse space built 
in given towns. 

Mr. Naveuron. In 1952, approximately 50 million bushels of com- 
mercial storage capacity in Iowa was in existence ? 

Mr. BricHtTwe... Yes. 
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Mr. Navcuton. Was that sufficient at that time to take care of the 
normal needs eo : 

Mr. BricutweE.u. Well, it must have been; together with CCC owned 
space it took care of it. 

Mr. Naveuton. There has been some increase in population and 

rhaps a little more feeding going on. We now have or expect to 
have 325-million-bushel capacity, commercial storage space, at the end 
of this year, which if my figures are correct, is an increase of 650 

reent in 7 years. 

If the Government surplus grain in Iowa was to be disposed of, 
wouldn’t it result in a tremendous overcapacity in commercial storage 
space in Iowa? : 

Mr. Bricutwe.u. I don’t know that I am completely qualified to 
answer that question. 

Mr. Naveuton. Well, let me ask, if anyone can tell me, if the need 
for commercial non-Government space in Iowa in 1952 was 50 million 
bushels, has that need increased 650 percent in the last 7 years? 

Mr. BrigutTwe.u. It wouldn’t seem that the commercial needs for 
warehouse space would have increased that much, no. 

Mr. Naventon. So that if the Government surplus is materially 
reduced in Iowa, there obviously is going to be a lot of empty com- 
mercial space ? 

Mr. Brieurweiu. There is that possibility. 

Mr. Naveuron. Getting back a little bit to just what this reconcen- 
tration program did with respect to elevators which were in existence 
at the time of the program being started. 

At the takeover time in 1958, any elevators which had commercial 
space available could, under Government policy, claim any CCC corn 
coming into that town ? 

Mr. Bricutweti. That is right. 

Mr. Naventon. In preference to Government bin sites? 

Mr. Brieurwevi. That is right. 

Mr. Naucutron. But for some reason, either they didn’t have the 
capacity or they had some other plans, so that grain was loaded into 
Government bin sites into these towns and normally it could stay 
there—well, it could stay there 5 or 10 years if you wanted to keep it 
there, couldn’t it ? 

Mr. Brigutrwe.u. Yes. 

Mr. Navenron. Have you had any trouble with deterioration of 
corn ? 

Mr. Brigutwetu. No, sir. 

Mr. Naucuton. So that it was perfectly safe storage as far as you 
were concerned ? 

Mr. Bricutweiy. Yes. 

Mr. Naventon. You weren’t worried about the keeping qualities? 

Mr. Brigutwe.. No. 

Mr. Naventon. Every time you move grain out of Government bins, 
you have to pay handling charges, don’t you? 

Mr. Brigutweiu. That is right. 

Mr. Naventon. So the result of the reconcentration policy was 
that instead of waiting until next August or September and then 
putting the corn that was being taken over from the farms into com- 
mercial storage, instead of doing that under the reconcentration policy 
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which came down from Washington, you loaded corn out of the bing in 
February or March? 

Mr. BrigutTwELu. February and March and April. 

Mr. Naveuton. Leaving the bins empty so that the warehouseman 
in that town got the handling charges for taking it out of the bin 
and putting it into his elevator, received 5 or 6 months’ extra storage 
and then if the takeover was not as high as it had been anticipated, 
he was sitting there with a warehouse full of Government corn while 
the Government was sitting there with empty bins? 

Is that a correct analysis of the situation ¢ 

Mr. Brigurweu. Yes. 

Mr. Naueuton. Instead of having the additional cost of nioving 
this corn out of the bins and into the elevator and then if you needed 
the bin space moving more corn in, wouldn’t it have been less expen. 
sive to simply utilize the commercial space the next August and 
September to take the corn over coming in off the farms ¢ 

Mr. Bricntweii. From the standpoint of expense, of course, it 
would have been less expensive. 

Chairman Smiru. It would even have been less expensive to pay to 
not use the space. You wouldn’t have the handling charge? i 

Mr. Brieurweii. That is right. However, the instructions, as 
they were issued in Washington, indicated that the program was being 
put into operation to encourage the expansion of warehouse space at 
points where we didn’t have suflicient storage space. 

As we have already seen, it didn’t produce those results in Iowa, 
and the program was discontinued because it didn’t prove effective as 
was originally anticipated by the Department when it was issued. 

Mr. Navenron. I think you indicated the Iowa ASC office was 
not consulted in advance about this reconcentration policy; was the 
grain trade consulted in advance ? 

Mr. Brieutwetu. I have no knowledge as to whether they were or 
were not. 

Mr. Naveuton. It is customary for Washington to consult with 
the grain trade before making any moves of any significance in the 
nature of grain storage ? 

Mr. Brigurweiit. Well, the Department, of course, has a ware- 
house advisory committee on a national level which they consult 
from time to time, but as to whether or not that committee or any 
other members of the trade were consulted, I have no knowledge as to 
whether they were or were not. 

Mr. Lancen. Mr. Chairman, may I ask a question in connection 
with this storage problem in this same period of time ? 

In the field of farm storage, was there a growth of available farm 
storage during this same year, and what accounted for the fact that 
the deliveries were not as large as expected in one form or another? 

Mr. Bricutwe.u. One of the reasons that the delivery to CCC was 
less than was anticipated in March and April was because of the in- 
creased market prices for corn in August and September which re- 
sulted in the repayment of about 42 million bushels of low price 
support corn. 

I would like to defer the question of increased farm storage to Mr. 
Carber, if I may. 
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Mr. Carzer. Well, of course, it has been our policy—as was stated 
here before—that we utilize farm storage facilities first, and there 

had been in Iowa more use of farm storage facilities than any other 
State—we have promoted that, and each year we have increased utili- 
zation of farm storage programs. 

I might add this year would indicate use of the farm facilities had 
been utilized to the ereatest extent that it has ever been. 

I would like to go » back just a little way here. I think this is some- 
thing that ought ‘to be considered in this reconcentration program 
also. It-was said that we were providing an incentive to get storage. 

We recognize the terrific problem, the storage of grain, and so we 
were prov iding an incentive to get that storage, and in 1956 the ware- 
housemen built storage that didn’t get used because of the drought that 
they couldn’t ant icipate. 

That was one of the things we were thinking about. The warehouse- 
men will build and the corn is available and the Government is going 
to take the chance on getting their storage filled. But had we waited 
until they knew it was going to be there we may have not got the 
storage and that would put us in a very bad position when you don’t 
have storage space available when the ‘farmer is re: ady to deliver his 
corn. 

Chairman Suirr. But if the incentive was needed, it was much 
cheaper to do like they did under the old policy, guarantee storage 
instead of paying the moving charges on corn to actually fill the space, 

wasn’t it ? 

Mr. Carper. Well, of course, an elevator man wouldn’t want to 
build additional storage just because he was guaranteed that. He 
wouldn't build additional storage that he might not use unless you 
would have guaranteed him that you would have filled that plant. 

Mr. Lancren. Do you have any figures which would show the de- 
gree to which farm storage has grown, the number of bushels that are 
stored on farms now as compared to 1956 or 1952 or 1954, or some 
other year? 

Mr. Carser. I think Mr. Wood has some of those figures. 

Mr. Woop. We have no figures on the total expansion. The only 
figures we do have are those figures on farm storage facilities. 

“That program started in 1949. Over the years, from 1949, we have 
oa approximately 2 million bushels of additional space on farms 

ech year. 

iM 1959, this past fall, the activity in farm storage facilities in- 
creased considerably. When the farmers saw the large crop coming 
on, they built more stor age under the farm storage fac ility loan pro- 
gram, and it looks like in 1959 we might increase from 2 million 
bushels that we have had in past years to two or possibly three times 
that much. 

Chairman Suirn. We have been talking about farm storage facili- 
ties, Government bins and warehousemen. I am wondering, do we 
in Towa have any facilities that are Government-owned that we are 
renting to someone and renting back? Do we have that situation? 

What I have in mind in this: We know of some situations where 
the Government rented a fac ility to an individual and then turned 
around and rented it back for 50 or 100 times as much. Do we have 
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any situation where we are renting a Government facility that has 
previously been rented by the Government to an individual? 

Mr. Bricutwe.u. No. 

Chairman Smiru. None in Iowa? 

Mr. BricutweE.u. We do not. 

Chairman Smirn. We have a colleague here, Mr. Jensen, who 
asked for a few minutes. Ben, we are pleased to have you here. The 
floor is yours. 


STATEMENT OF HON. BEN F. JENSEN, A REPRESENTATIVE Iy 
CONGRESS FROM THE STATE OF IOWA 


Mr. Jensen. Mr. Chairman, and members of the committee, I am 
very grateful for this opportunity to say a few words before the 
cominittee today. As you know, of course, I am not a member of 
the Agricultural Committee of the House. 

Chairman Suirxn. You are a member of the Appropriations Com- 
mittee that has to appropriate money to pay for the storage. 

Mr. Jensen. Right. That is one of the reasons I am here. I am, 
of course, interested in all problems of the farmers of America, and 
you were very kind in inviting me here. 

I think it has been pretty well proven at this hearing, as it has been 
many times during the past number of years, that the program now 
in effect, farm program now in effect, and which has been in effect for 
many years, has not done the job which we had hoped it would do, 

It has brought about a situation where we have this depressing sur- 
plus of commodities of every nature, especially wheat and corn, hang- 
ing dangerously over the heads of every farmer in America today, as 
it has for some time, and in the final analysis the entire economy is go- 
ing to suffer, and is suffering today, because of the 80-cent dollar 
which the farmer has today. 

As you know, Mr. Chairman, I have been one of those Members of 
Congress, along with a great many other Members of the Congress 
and people all over the Corn Belt, especially, that have supported the 
90-percent parity for basic storable farm crops—corn, wheat, cotton, 
tobacco, peanuts, and rice. 

I contended early, when this flexible parity program was first men- 
tioned, that we would fall into just such a situation as we find our- 
selves today. 

I might tell you that I was a fellow that was called to Denver in 1952 
in August to debate before then General Eisenhower on 90 percent of 
parity versus flexible parity, and we had quite a debate. 

It was that day, my friends, that Mr. Eisenhower decided to sup- 
port 90 percent of parity for basic farm crops, and he said, “I will do 
it at least until this law runs out in 1954.” 

In 1954 I made a speech on the floor of the House, after the Secre- 
tary of Agriculture had recommended flexible parity, and I said in 
that speech that within 3 years from the day flexible parity goes into 
effect, corn prices will fall at least 30 cents a akal. It was inevitable, 
for the very simple reason that when the price of top cash crop that 
any farmer has is reduced materially, then it is necessary for that 
farmer to plant more acres in order to get more bushels, and then to 
fertilize to the hilt in order to get enough cash money to stay in the 
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That is exactly what is happening. You can patch and amend and 

atch and amend this present farm program until doomsday, and 
when you get all through with it we are going to be in just about the 
same fix we are today. ) 

I am not surprised at all that you are here, and your committee. I 
am glad you are here, and you have learned some things; I have 
learned some things right here. I didn’t suppose that we were doing 
some of the things in this storage program that we have been doing. 

I thought I was pretty well acquainted with it, but you have brought 
out some things that are very significant. There isn’t much use crying 
about the milk that has already been od 

Weare going to have this thing with us for many, many years unless 
we do something about it and get rid of that costly price and present 
surplus that is hanging over our heads. I have tried to get the job 
done. I introduced a bill 3 years ago to process this surplus grain into 
alcohol and burn it up in the iron horse, just as the flesh and bone 
horse used to eat it up. 

The flesh and bone horses and mules used to eat 43 million acres— 
the production of 43 million acres—of our land before the advent of 
the iron horse, and what did we do about it? Nothing. It’s no wonder 
we have a surplus, with new methods, scientific methods of farming, 
better hybrid corn and wheat, and everything else. 

So what is happening? What happened to our bill? I introduced 
that bill. Senator Mundt, of South Dakota, saw it and asked me if 
he could introduce a companion bill in the Senate and I said, “Sure.” 
We did everything in the world trying to get the committees of Con- 
gress to recognize the importance of that bill. ; 

But it seems there are too many members on both committees, agri- 
culture committees of Congress, who come and represent districts and 
States that produce oil, and they can’t be for the bill because “in my 
district and my State they produce oil.” 

So the big 011 industry fights it to a standstill. 

Chairman Sairn. Didn’t the Department report on that bill ? 

Mr. Jensen. Yes; and they reported unfavorably. I am glad you 
asked that. We have a fellow there—I am a pretty straight talker— 
we have a fellow in the Department of Agriculture whose name is True 
Morse, and he is the Secretary of Agriculture in fact. Mr. Benson 
is the Secretary of Agriculture in name. 

If you don’t believe that, go down and ask, privately, the staff down 
there in the high echelon of the Department of Agriculture. 

Yes, he gave a bad report on the bill. He said, “5 percent alco- 
hol”—which our bill provided to be used in all motor fuel—“would 
not operate the motor properly, that it might collect water, that it 
wouldn’t burn up,” which is just as silly as it can be. 

Ten percent alcohol in our motor fuel would use up 2 billion 
bushels of grain every year, but he said we haven’t got enough grain 
to do that, to put that kind of a program into effect. 

Brazil had sugar surplus a number of years ago and what did they 
do? They passed a law that everybody ‘in certain sections of Brazil 
should use 10 percent sugar alcohol in their motor fuel, and their 
farm problem faded away overnight, and they are still doing it to 
a great degree. Some of them use 5 percent, 6 percent, 7 percent, 
10 percent. It doesn’t make much difference. They just put alcohol 
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in it because they have a lot of old cars down there and they knock like 
the dickens on common, ordinary gasoline, and they put in grain 
alcohol and they start humping. (Laughter. | 

But, oh, no, True Morse said. So we are stymied from the Depart- 
ment of Agriculture, stymied from the Agricultural Committee. One 
of them is controlled by the Republicans, and the committee is con. 
trolled by the Democrats, so there is a plague on both our houses, Mr, 
Chairman. 

So we have to try something else. Payment in kind. When Mr 
Eisenhower—this isn’t anything new—President Eisenhower recom. 
mended payment in kind in his 1956 agricultural speech to the Con- 
gress, the Department of Agriculture ignored it and Congress toyed 
with it. 

Had that been put into effect according to Ike’s recommendation, 
then we would have been out of the farm squeeze, I think, by this 
time. But here is what we could do by p: tying in kind. I have talked 
this over with many farmers in the last 3 weeks, many of them, and 
I have yet to have one of them, after he understands the program, 
who hasn’t said, “That is it. We must do it.’ 

OK, pay liberally in kind. If your capability of a farm is 70 
bushels over a period of a 3-year Syersge. arive them 70 bane 
1952, 1953, and 1954 corn, for every acre they take out of production, 

It won’t cost the Federal Government anything, and we would be 
cutting down this surplus. The minute that went into effect, the price 
of corn and grain would go up and take the hogs and catttle and 
poultry with it, because the cost of any part of anything you build 
or grow is the final cost. 

The final cost of that is determined by the parts that go into the 
product, whether it be marbles, mowers or cattle or desks or clothes, 
or anything else. 

That is why we have terrible hog prices today, and cattle prices go 
right down with that. 

‘Let me tell you something else, my friends. I am the ranking Re- 
publican on the Supplemental Appropriation Sube -ommittee of Ap- 
propriations. Two years ago, when we ran short $289 million on the 
soil bank acreage reserve—remember that—Uncle Sam said: 

“Farmers of America, come in. We will put your acres in the acre- 
age reserve and we will pay you $40 or $45 an acre for corn, so much 
for wheat and cotton, tobacco”—oh, my, what a price they give for 
tobacco. 

The cotton boys and tobacco boys and peanut boys and the rice boys 
got along pretty good. Well, you know, there were so many farmers 
that made application for thi at acreage reserve that we fell short $289 
million in the first appropriation. 

If you think that Mr. Cannon of Missouri and I didn’t have a time 
getting that $289 million approved by that committee, of which the 
majority were from city districts, you are mistaken. 

I took the position that Uncle Sam had contracts, he had promised 
to pay if they signed the contract with him, and Uncle Sam better keep 
his word. 

We finally got it through and then we had a time getting it through 
the Senate and through the Congress. 
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Here is what we can depend on. One of these fine days, my friends, 
when these Members from the big industrial cities, from the big con- 
suming centers are told by their people, “This is enough of that kind 
of business. We can’t appropriate ¢ billion-plus every year for the 
farm program. — They are very apt to out-vote us and throw the whole 
thing out the window, so we better start getting down to some kind of 
a sensible cost program. ! 

The payment-in-kind program is the way to do it, and is the surest 
way to keep the program operating and to get the price of corn up, 
the price of hogs and cattle and poultry. 

If anybody has a better suggestion I would like to hear it. 

Chairman Smiru. What would you do, Ben, after you got rid of 
what is in storage now in order to keep from accumulating another 
storage? Would you go back to low support no control program : 

Mr. Jensen. I would hope by that time that enough American 
yeople, the voters of Americt ‘ would demand that this ( ongress pass 
a bill to use the surplus grains in power alcohol and keep a stabilized 

‘ee on grains. 

Ms take care of corn and you have taken care of almost all of your 
feed grains. There is no feed grain that you couldn’t make use of, 
as far asthat isconcerned. You could use 5 percent alcohol, you could 
use more or less, and keep the farm economy stabilized. 

Ifthey would just use good common American horsesense, like busi- 
ness uses when they get into a pinch; they sit down around the table 
and say, “What is good for our stockholders?” 

Chairman Suirn. Companies control their production. Instead of 
that, we let everybody raise all they want to. 

Mr. Jensen. Yes: we aren’t that smart. I don’t want to take any 
more time, but I have no purpose in life or on the job I am in—as is 
true, I am sure, of these fine gentlemen here whom I serve with and 
whom I hold in the highest esteem—TI have no other purpose in life 
than to do that which I know deep down in my heart will be best for 
America for the long pull. 

You know, sometimes I get to feeling like Bill Colmer, of Missis- 
sippi, Congressman Colmer, on the Rules Committee. He used to say 
he wasn’t worried about Bill. He said, “I was worrying about my 
kid and my grandchildren.” You folks heard him say that. 

“Now,” he said, “I am beginning to worry about Bill Colmer, if this 
thing isn’t straightened out.” 

I am beginning to worry a little bit. about old Ben Jensen, too. I 
hope these gentlemen from the State ASC office will assert themselves 
and come up and make recommendations to the Department of Agri- 
culture. I wouldn’t just sit around and take orders without telling 
them what I think. Your jobs aren’t worth it. 

Chairman Sarru. Some fellows near Sioux City got fired for that. 

Mr. Jensen. Well, you never have to worry about getting a job in 
this blessed America of ours if you want to work, to be honest about it. 

You and I may get fired, too, Neal. But we will get along if 
America stays America and gives us a chance to make our own way 
like everybody else in America today that wants to work. 

Chairman Sarria. We appreciate your being here, Ben. 

Mr. Jensen. Thanks, folks. 
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Mr. Carper. You have made a few assertions that haven’t been fo]. 
lowed through, haven’t you ? 

Mr. Jensen. Yes; I have. I have done my best to get them fo). 
lowed through. 

Mr. Career. I agree with you but they haven’t been followed 
through. Of course, I am not the smartest man in the world. I haye 
my own ideas and thank God I am still believing in America where 
you can say what you think as long as you stay within due bounds, 
and they can’t throw you in jail for it. 

Thanks. 

Mr. Lancen. May I compliment my colleague for the eloquence 
and the wisdom of his statement. In the very short time I have had 
the privilege of serving in Congress, I have had the pleasure of learn. 
ing to know him and to respect him, and I just want to say for the 
folks that here is a man serving both the State and his Nation in a 
very eloquent manner, as has been demonstrated here this morning, 

Chairman Smrrn. We all know he says what he thinks. P 

Recess until 2 o’clock. 

(Whereupon, a recess was taken until 2 p.m.) 


AFTERNOON SESSION 


Chairman Smiru. I think when we recessed this morning we 
jumped around a little bit on the outline we had, and we got to think- 
ing at noon that there are other Members of Congress that have to 
read this report, and figure out what should be done, so we will try 
to stick to the outline a little bit closer. i 

Would you want to start with your statement on storage activities 
and we will try to stick a little closer to it this afternoon. 


FURTHER STATEMENT OF JOSEPH F. CARBER, CHAIRMAN, IOWA 
STATE AGRICULTURAL STABILIZATION AND CONSERVATION 
COMMITTEE; ACCOMPANIED BY GERALD C. RANDLEMAN, MEM- 
BER; CHESTER R. SCHOBY, MEMBER; ALSO C. C. GLENN, ADMIN- 
ISTRATIVE OFFICER, IOWA STATE AGRICULTURAL STABILIZA- 
TION AND CONSERVATION OFFICE; HAROLD W. BRIGHTWEILL, 
GRAIN STORAGE SPECIALIST; CLARENCE W. SCHWEBKE; LEO E. 
STURGEON, PROGRAM SPECIALIST; AND PAUL WOOD, PROGRAM 
SPECIALIST, PRICE SUPPORT 


Mr. Brigutwewu. All of the corn stored in CCC bins in Iowa prior 
to 1942 was withdrawn for national defense purposes in the early part 
of 1942. No corn was stored in bins during World War II. 

On July 1, 1949, there were 402 bin sites on which were located 
9,612 structures with a storage capacity of 25,186,784 bushels in Lowa. 
This storage was empty as of that date. 

On December 31, 1950, there were 38,952 CCC-owned bins in Iowa 
with a storage capacity of 169,513,266 bushels in which 132,037,587 
bushels of corn was stored. The amount in CCC bins on December 
31, 1952 was 111,652,390 bushels. No CCC bins were purchased and 
shipped to Iowa in 1951 and 1952. 
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At the present time there are 69,858 C C C-owned structures in 
Iowa having a rated storage capacity of 288,795,992 bushels (useable 
capacity is 10 percent less because of turning capacity ) in which there 
was 208,879,892 bushels of corn stored on October 31, 1959. Me) 

Attached as exhibit F is a tabulation showing date of acquisition 
and cost of CCC-owned structures in Lowa. 


(The exhibit referred to above, follows :) 


ExHIBIT F 


Acquisition date and cost of CCC-owned structures in Iowa 


7 








| 
acquired | No. structures Bushel | Cost 
Date acq | capacity 
1942 and prior years.----| 9,612 25, 186, 784 | National average cost in 1942 was 12.8 cents per 


bushel. Bins purchased prior to 1942 cost 
less than 10 cents per bushel. 





oan sn sanne~ 22, 542 105, 976, 848 | 17.6 cents.! 
SIGE L dicchiinedoows | 6, 798 38, 349, 636 | 16.4 cents.! 
Te ic cubnanse | 10, 361 | 52, 398, 045 17.0 cents.! 
TPR inbneddenacens 8, 310 27,009, 520 | 15.0 cents.! 
1955....-- la icy 4, 650 15, 112, 500 18.0 cents.! 
1956..--- Peer cuteeoe 7, 850 25, 512, 500 30.0 cents.! 


| ; | iB 


1 National average cost per bushel. 


Note.—Bins purchased in 1949 on erected and f.o.b. basis. Bins purchased in 1950, 1953, 1954, and 1955 
on f.0.b. basis. Bins purchased in 1956 on an erected basis. J 

No structures sold since 1949—some structures have been removed from the inventory due to wind 
damage, fire, explosions, etc. 


Chairman Smiru. I notice on the exhibit showing bin cost per 
bushel, you go along there for several years at about 17, 16 or 15 cents. 
Then in 1956 it jumps to 30 cents per bushel. 

As I understand it, the figures prior to 1956 are for the cost of the 
bin only, and the 1956 figure includes the contract cost of the erection ; 
is that correct ? 

Mr. BricutweE.u. That is correct, with the exception of 1949. There 
were also a few bins bought in 1949 on an erected basis. 

Chairman Smiru. These in 1956 were bought on an erected basis, or 
were they purchased and then erection was contracted separately ¢ 

Mr. Brigutwetu. They were purchased on an erected basis, by the 
department in Washington. 

Chairman Smirn. And you have not purchased any in 1957 or 
1958 or 1959? 

Mr. Brigurwe.u. No. 

Mr. Navenron. Mr. Brightwell, wasn’t it made a matter of policy 
in 1956 that no more bins would be purchased? Did that become the 
CCC policy, not to buy any more bins? 

Mr, Brieurweii. I don’t know that it ever became the policy. 
There was some reference made to the fact that it wasn’t necessary to 
buy CCC bins because of the expansion in commercial warehouse space, 
but I can’t honestly say I ever heard anyone say they never would buy 
any bins. 

Mr. Naventon. What was the procedure by which it was deter- 
mined to buy Government bins in years prior to 1956? 

Did the State office decide that we need so much space to keep Gov- 
ernment corn, and then ask Washington for permission and funds to 

buy bins to store it in ? 
64140—61—pt. 3 —4 
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Mr. Brigutwett. No. The bins were always bought in W ashing- 
ton on the basis of decisions made at the W ashington level. 

The States, of course, have always indicated to Washington how 
much storage space they would need to handle the takeover, and 
Washington has made the decision to decide if they are going to buy 
bins, or if they are going to put it in warehouses. 

Mr. Naveuton. Does the State office make a recommendation as to 
whether bins or commercial storage should be used ? 

Mr. Brieutwet.. No. 

Mr. Lancen. Had it doneso in the past ? 

Mr. Brigutrweii. No. I don’t believe that I recall we ever did 
say that we should use bins or warehouses. 

Of course, prior to the last 2 or 3 years, we simply never had 
enough warehouse space so it became necessary to buy bins if we 
were going to store the corn some place. 

Mr. Navauton. Since 19: 56, has the State office been asked whether 
it would be cheaper and better and perhaps later save some pretty 
cut-throat competition in the grain storage business in Iowa, if 
you built additional CCC bins? Was your opinion ever asked 
on that? 

Mr. Bricutwetu. No; it was not. 

Mr. Naueutron. Do you know whether anyone in the State office 
was asked their opinion on that, or for a recommendation ? 

Mr. Bricutwewu. Of course, I can’t speak for the State committee, 

Mr. Carper. In regard to CCC storage versus warehouse storage, 
we have always followed the policy of the Department. In 1956 
I think it got to the point that there were about as many CCC bin 
sites as needed to be built; and if we could get the warehouse storage, 
it would be preferable. 

Mr. Naventon. Who made the determination that you had as 
many Government bins as you should have, and on what basis did 
they make it? 

Mr. Carper. I don’t know that the determination was made. But 
the fact that we had the amount of bins indicated was reason enough 
to think it might be about all that needed to be owned by the 
Government. 

We talked this morning about some day this storage space might 
be greater than the demand is, so if we have the storage in ware- 
houses, they will be faced with that problem the same as the 
Government. facilities is faced with that problem. 

I think that justified the figure. If we did get this controlled 
to the point where we needed it to be, that we would have too 
many bins. 

Mr. Naverron. But there was a decision made in Washington 
that there were enough Government bins, and you would use com- 
mercial storage and create incentives to encour age additional 
construction. 

Mr. Carper. There wasn’t any additional incentive provided in 
1958, only just visiting with the warehousemen and suggesting to 
them that they furnish the storage that was needed, and. they “did 

respond, and furnish the storage ‘and therefore, it wasn’t necessary 
for us to build bins. 
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Mr. Naventon. With the surplus increasing, and the Government 
not buying any more bins, the warehousemen were pretty sure they 
would get corn to fill the warehouses, weren't they t cecwry 

Mr. Carser. I don’t think the Government wasn't thinking of build- 
ing any more bins. And I am only thinking. There was ample 
storage provided wit hout t hem building bins. . 

Of course, if we were faced with the problem of not having enough 
warehouse storage, we would have had to build bins. , 

Mr. Naveuton. Do you know whether the private grain trade was 
consulted in 1956 and the other times as to whether the Government 
should build more bins ¢ 

Mr. Carper. No. 

Mr. Naueuron. Apparently the State office wasn’t. 

Mr. Carper. I don’t know whether they were consulted about that 
or not. I know we visited with the trade and suggested that they 
furnish the storage for us, since we feel that the storage of grain 
is the business of warehousemen and not of the Government, we 
thought it would be well if they furnished it for us, and they have 
since 1956. 

Mr. Naventon. Of course, there is a grain storage advisory com- 
mittee which meets with the Grain Division, and with the Secretary 
in Washington, is there not, to advise on grain storage policy ? 

Mr. Carzer. That is right. 

Mr. Navewtron. And that is composed partially at least of com- 
mercial warehousemen / 

Mr. Carper. I guess that is right. 

Mr. Naventon. But you don’t know whether their advice was 
asked 

Mr. Carper. No. 

Mr. Naveuton. Do you happen to know, Mr. Brightwell, whether 
the grain storage advisory committee in the industry were consulted 
in determining whether or not to buy additional Government bins? 

Mr. Brigurwei.. I know that Mr. Randleman, a member of the 
State committee, and myself, were present in Washington in 1956, at 
which time some members of the National Advisory Committee were 
also present, and the matter of whether or not the trade could or 
would provide the additional warehouse space that was needed was 
discussed. 

The trade people were asked to survey their members to determine 
the amount of storage space that they could and would be willing to 
provide for the Department. The results of that survey later became 
the basis for the Department allocating how much space they would 
pane available in warehouses, and how much they would have in CCC 

ins. 

Mr. Navenron. And since that time they have allocated no space 
to additional CCC bins? 

Mr. Brigurweii. That is correct. 

Mr. Navenron. At this time was there any discussion or considera- 
tion of the differing cost to the taxpayer having to store the Govern- 
ment surplus grain in commercial warehouses, as compared with the 
Government’s own bins? 

Mr. Brigutwext. I couldn’t answer. I don’t have any knowledge 
as to whether or not that was ever discussed. 
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Mr. Naveuton. So far as you know, it never came into consid. 
eration ? 

Mr. BricguHtwe.u. No. 

Mr. Nauveuton. The policy was to use the commercial warehouses 
first, and the cost was no object? 

Mr. Bricutwe ti. Well, let’s just say the cost was not discussed in 
any meeting I ever attended. 

Chairman Smiru. These bins that are listed here, are these all round 
bins, or are some of them flat type storage, where all the weight is on 
the ground, or are they the kind of bins where the pressure is against 
the sides, also? 

Mr. Brigutweti. We have just about every kind you can think of. 
We have round ones, and flat ones, and square ones—all kinds, 

Chairman Surrn. And the 30 cents per bushel cost on an erected 
basis, was that an average or what is that ? 

Mr. Brieutweu. I would like to say that for 1956 that includes 
only round bins. 

Chairman Smirn. I see. 

Flat-type storage, where the weight is on the ground, is consider. 
ably cheaper than 30 cents a bushel, is that correct ? 

Mr. BrigHtwe.u. If you are buying in volume, yes; it would be, 

Chairman Smiru. Do you know how much of that 30 cents was for 
erection? Is there any way for you to know? 

Mr. Brieutwetu. It is approximately 8 cents a bushel. 

Chairman Smirn. For erection ? 

Mr. BricutTwe.u. Yes. 

Chairman Smirn. So that would have left 22 cents for the bin. 
The reason I ask is I have an advertisement here by Midwest Steel 
Products Co. in which they state as follows: 





Are you passing up Uncle Sam’s gravy train of storing CCC grain on which 
some other grain dealers are getting back their original capital on investment 
the first year, and returns of 50 to 75 percent the following years on their 
original investment? 

They have a picture of a bin, and they say the bin cost is 13 cents per 
bushel. Thirteen cents compared to 22 would indicate that the cost of 
bins is going down instead of up like most everything else in the 
country. 

Is that a fair statement or not, that the cost of bins, or the cost of 
storage buildings per bushel is going down ? 

Mr. Bricutwet.. Of course, if you use the Department cost it is 
pretty hard to compare that cost with what it would cost commercially. 
We know that it costs less to build flat storage than it does upright 
concrete storage, and that that cost has been materially less than 
what it would be for building concrete storage. 

Chairman Smirn. You don’t have any figures on the flat type stor- 
age, the newer type storage? 

Mr. Bricutwetu. No, I couldn’t, because we haven’t bought any, 
and I don’t have any records that would indicate what the exact cost 
is or is not. 

Chairman Smrrn. Has most of that been built since 1956, the flat 
type storage, or was some of it being built prior tothattime? = 

Mr. Bricrntrwet.. I would believe that most of the commercial ex- 
pansion in flat storage has occurred in the last 5 or 6 years, probably 
the bulk of it within the last three and a half. 
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Mr. Naventon. Mr. Brightwell, the expansion in flat storage has 
come about partially as a result of the introduction of aeration, has 
it not # ime oe 

Mr. Bricutwetu. That’s right. 

Mr. Naueuton. I wonder if you could give us a brief description of 
what has happened in changing storage methods with flat storage? 

Mr. BrigHTWwELL. Commercial people for a good many years turned 
the grain stored in their warehouses in order to reduce the tem- 

erature. . ‘ 

The temperature was reduced in an effort to prevent what we grain 
people say is moisture migration, which is simply the warm air in the 

ain rising to the surface, and, of course, when it comes in contact 
with the colder outside temperatures we get condensation on top. 

Now, with aeration, we simply retard or reverse those convection 
currents, so that the warm air is discharged through an exhaust tun- 
nel, with a fan, and we are able to keep the grain temperature in 
balance with outside air temperatures so that pretty largely we don’t 
have any moisture migration or temperature differences within the 
stored grain mass. 

And of course, that is much, much cheaper than if you have to turn 
the grain in order to get a reduction in temperature. The Department, 
of course, has pioneered in this field back as far as 1946. We began 
some initial experiments and we have all of our large flat structures 
equipped with aeration, and 35,000 of the 65-odd thousand round bins 
will have aeration equipment. 

We find that we don’t have this moisture problem on the surface 
of the grain, and we have much, much less grain spoilage in our bins 
than we ever had before we got aeration. 

Mr. Naveutron. There is a secondary benefit, also, from aeration 
in addition to the reduced cost, and that is when you turn grain to 
maintain the temperature, that will tend to crack the kernels and get 
more foreign material in it; and am I right on that? 

Mr. BrigHtTweELL. You sure are. 

Mr. Naveuton. So that you have an additional benefit from aera- 
tion in pulling the air through the grain, instead of putting the grain 
through the air, that it maintains the quality better. 

Mr. Brigutwetu. The fact that you are able to move the air through 
the grain, rather than the grain through the air, of course, prevents 
this breakage of the kernel, and as I said, reduces the cost. 

Mr. Naveuton. Have you had any difficulty with deterioration to 
amount to anything within recent years in the 200 million or so bushels 
you have stored in bins? 

Mr. Bricutweti. We sure have not. Our spoilage or deterioration 
problem has materially lessened every year, principally because we are 
installing more and more aeration equipment in our bins, and of course, 
we like to believe also that we are getting better supervision, that we 
are learning more about the storage of grain because we have a lot of 
itto work with. 

Mr. Naveuton. In the commercial trade, where grain is stored 
commingled, it is possible for a storage operator to blend grain of an 
inferior quality with larger amounts of grain of a higher quality, so 


a able to dispose of somewhat inferior grain without any mone- 
ry loss. 
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Of course, CCC doesn’t do that type of blending from its pip 
storage, am I correct ? 

Mr. BrigHtweE.u. That is correct. 

Mr. Naveuron. If you did do that as commercial warehouse people 
do, then could you have blended all of the deteriorated grain that 
you have without any loss 

Mr. Brieutwett. We certainly could. We had a rather smal] 
amount that we moved out which we thought was deteriorated, rep- 
resenting a very, very small percentage of our total inventory, and 
had we been able to blend it, or had we blended it, we could haye 
shipped it all out as No. 1 or No. 2. 

Mr. Navucuton. Do you find that as the grain ages it tends to 
deteriorate more, in other words, do you have trouble with the older 
grain? 

Mr. Brieutweii. Not necessarily. We find, for example, that we 
have more problems with certain crop years, such as 1957, 1954, because 
of the condition of the crop at the time of harvest. 

Age in itself is not a determining factor on condition of grain, 
Of course, it does have some bearing, but it is not the complete factor 
for quality. 

Mr. Navenrton. I have heard it said that the 1952 corn crop, of 
which you still have some stored, is some of the best that you have! 

Mr. Brigutwew.. That’s right. 

Mr. Naventon. Age of corn, of course, is not a grading factor in 
the commercial grades, is it ? 

Mr. Bricgutweu. No, sir. 

Mr. Navenron. So that if you had corn that was 20 years old, and 
it graded No. 1 on all the other factors, it would be No. 1 corn? 

Mr. Brieutrwett. Insofar as the grade standard, it would be No. 1 
corn, that is correct. 

Mr. Naveuron. I think some time back there was some question as 
to whether it lost vitamin content, but that is something that is not 
measured in the standard ? 

Mr. Bricgutweti. That is correct. There is, of course, a lot of 
discussion by feeders about the usability of corn that is old. I per- 
sonally don’t have any information on that. 

Mr. Naveuron. Of course, storage in commercial elevators is by 
warehouse receipts calling for delivery of a certain quality of corn. 

Mr. Brieutwe.u. Yes. 

Mr. Naventon. And if on a warehouse receipt calling for No. 1 
corn, an elevator delivered you 1948 corn, which was No. 1 according 
to the tests, you would have no basis at all for refusing the corn on 
the ground that it was deficient in vitamins ? 

Mr. Brigutweii. We sure wouldn't. 

Mr. Navenron. One further thing: do you find that the cost of 
storing grain in flat facilities usually goes down as the size of the 
facility increased ? 

Mr. Brigutwe uu. Yes. 

Mr. Navueuntron. Three-thousand-bushel bins are pretty uneconomic 
units from the standpoint of managing conveniently, aren’t they? If 
you had 250,000-bushel warehouses you could probably handle the 
operation cheaper ? 

Mr. Bricurweit. Well, let’s say in the Government operations—of 
course, I have to speak on that basis 
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Mr. Naventon. Yes. _ 

Mr. Briegutwew. That it doesn’t take very much longer for one of 
our people to inspect a 40,01 )0-bushel structure of corn than it does for 
that same individual to inspect a 3,200-bushel round bin. ’ 

So that from the standpoint of inspection alone we save considerable 
amount of money. ‘This one fellow can check 40,000 bushels almost as 
quick as he can check 3,200. ; ; 

It does cost a little bit more for the operation of your aeration 

uipment, as well as the initial cost of the equipment. 

Mr. Naventon. But not on the per bushel basis ? 

Mr. Briautweiu. That is correct. 

Mr. Naveuron. What is the largest size structure that you are 
operating in lowa? 

Mr. BrigutTwey. 40,110 bushels. 

Mr. Naventron. And do you find that there is a substantially less 
construction cost per bushel on the larger facilities, also ¢ 

Mr. Brigutwewt. I will have to do a little figuring on that. It is 
pretty hard for us in Government to make a very good comparison of 
that, for this reason: Our quonsets were put up by contractors on a 
contract basis. whereas most of the round bins that were erected in 
Iowa were put up with ASC employees, paid at ASC wages, which, of 
course, are somewhat different from the wage rates that a contractor 
pays people, and also when you are erecting round bins with ASC 
people you don’t have any profit involved, as you do have with con- 
tractors. 

So, it is very difficult for us in Government to make a very good 
comparison of whether it is cheaper on a bushel basis to erect a quonset 
or round bin. 

Mr. Naueuton. There has been, as we mentioned this morning, a 
tremendous expansion in commercial space in Iowa, from 50 million 
bushels in 1952 to an expected 325 million bushels at the end of 1959. 
Would you have any thoughts as to how that is divided between what 
we might call the conventional tank type facility, which blends grain 
and merchandises it as well as storing it, and the so-called flat storage 
facilities which are primarily for storage of grain alone ? 

Mr. Brieutwetx. I sure wouldn’t have any information on that 
now. It might be possible that it could be developed. I am not sure. 

Mr. Naveuton. There would be a very, very substantial difference 
in cost between the upright facility and the flat storage facility, would 
there not ? 

Mr. BrigHtwE.u. Yes. 

_Mr. Naveuton. I have heard it said that the upright storage facili- 
ties might cost 60 or 70 cents a bushel as compared with perhaps 20 or 
30 for the flat storage. 

Mr. Brieutweii. Well, of course, I know of instances where it has 
cost people that much, 65 or 70 cents for upright storage, and there are 
instances where it has cost considerably less than that for flat storage, 
or at least the people tell me it has. 

Mr. Naventon. Do you recall the lowest figure they told you they 
have been able to build storage for ? 

Mr. Brieutweiy. I have heard figures as low as 14 cents a bushel. 

Mr. Naveuron. Do you recall the size of those facilities ? 


3 Mr. Brigutweii. The particular one I am thinking about was about 
500,000 bushels, I believe, in one unit. 
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Mr. Naveuton. Did that include aeration equipment? 

Mr. Bricutwe.i. That wasacomplete turnkey job. 

Mr. Naveuton. In other words, it included everything that was 
needed to store the corn ? 

Mr. Brieutweti. That is correct. 

Mr. Naveuton. All they had to do was get some Government corp 
to put in it? 

Mr. Bricutwetu. That is correct. 

Chairman Smiru. Concerning these inspections you are talkin 
about, do the inspectors work out of your office, or out of Chicago? 

Mr. Brigutwe.u. Well, for grain bins or warehouses ? 

Chairman Smirn. Well, for both. 

Mr. Brieutweti. CCC grain bin inspectors work out of county of- 
fices, assisted by district storage supervisors, and area supervisors 
working out of our office. 

The commodity office examiners out of Evanston check the corn 
stored in warehouses, and it is also checked by examiners from the 
State commerce commission, or the Federal Warehouse Commission 
whichever one they happen to be licensed under. 

Chairman Smiru. Does the State inspect for quality ? 

Mr. Bricutwe.y. The State examiner doesn’t check for quality, | 
understand the Federal examiners do. ; 

Chairman Smiru. When did the Federal examiners start working 
out of Chicago? Didn’t they at one time work out of the Iowa office! 

Mr. Bricurwety. No. At one time the corn in warehouses was 
checked by ASC people through ASC county offices, but that was 
transferred to the commodity offices, 5 or 6 years ago. 

Chairman Smiru. Since that time, if it is to be determined any 
corn is out of condition in the warehouse, a man out of the regional 
office makes the determination ? 

Mr. Brigurwetu. That is correct. 

Chairman Smirn. And as was developed last year, of course, if the 
man from the regional office comes out and says there is a risk of this 
corn going out of condition, why, that qualifies under the law so it 
can be put on the market. 

Do you have any statistics on how much corn was loaded out of 
warehouses in Iowa, and what grade the corn actually was that 
reached the market ? 

Mr. Bricutweiu. No, I don’t. Those can be obtained, of course, 
from the Evanston office, but we don’t have them in our office. 

Chairman Smiru. We don’t have the bushel figure, but we were 
told about 90 percent of the corn had been declared as out of condi- 
tion when it reached the market. 

Of course, this was a way to get the corn on the market, to keep 
it below the low support price, over a period up until this year, but 
you don’t have anything to do with the warehouse corn ? 

Mr. Bricurweti. No, we don’t. Once the corn is placed in the 
warehouse, it is under the jurisdiction of the regional commodity 
offices and that would be Evanston. 

Chairman Smrru. How much corn, roughly, under your control 
has been declared out of condition ? ; 

Mr. Bricurwett. Do you have any particular period in mind! 

Chairman Smirn. From 1956 until now. 
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Mr. Bricutwett. I can’t give it to you. I could get it from our 

records in the office. I do have with me the amount that moved out 
ing 1959. 
aeons Smirn. Was this 1956 corn and before that? 

Mr. Brieutwetw. It is all crop years. We sold the corn we 
thought was in danger of going out of condition. We sold 8 million 
bushels of corn in 1959, up totheendof October. 

Chairman Smiru. All of this had been in CCC bins? 

Mr. Brieutwei. Right. 

Chairman Smirn. None of it warehoused ? 

Mr. BricutTweu. That is correct. 

Chairman Smiru. When that corn was delivered, was it actually 
found to be out of condition, or did it turn out to be better than what 

vas expected ? 

ine Mncgenteents: This corn that I am speaking about is corn that 
was sold locally out of our bins by county ASC offices on a sealed 
bid basis. ; ah, 

Chairman Smirn. It had nothing to do with the condition of the 
corn, though ? 

Mr. Bricutrwetu. Yes. It was made eligible for sale because the 
determinations made by the local county office indicated that the 
corn graded lower than No. 3. 

Here is what it graded when it came out: The final settlement grade 
shows that 50.2 percent of the corn graded 3 or better, and 49.8 per- 
cent graded 4 and 5 and sample grade. 

Chairman Smirn. How do you account for half of it having been 
thought to be out of condition, but when it was delivered it was found 
that it was No. 3 or better ? 

Mr. Briautwe.u. We take samples out of these bins, or the county 
offices do, and they obtain samples on the basis of specified locations 
determined by the State ASC office. 

That sampling method has been checked over a long period of 
years. We check that method by taking samples at specified loca- 
tions in bins, and then as the corn came out of the bins, we cut the 
stream at regular intervals with a pelican sampler, which is supposed 
to be the most nearly accurate way that you can determine a s:mple 
of a mass of grain, and we compared those samples which we took 
from the bins before the corn was moved, with the sample that we 
got as the corn came out of the bins. 

We checked several different methods and we found that the meth- 
od that we are now using to take the sample from the bin before the 
corn is sold, checked most closely with the sample of the corn as it 
came out of the bins. 

The reason that we have this difference is simply because when this 
grain is stored in bins, as it comes in from the farm, we have all kinds 
of varieties, raised on all kinds of farms, and under all kinds of crop 
conditions. 

One farm may have had rain at a particular time, another farm 
may not have had. One farmer may fertilize, the other fellow didn’t. 
One fellow may have had one variety and the other fellow didn’t. 

This is all stored commingled in one of our bins, and of course, we 
can’t look at this bin of corn and be sure just where an area within 
the bin has these various kinds of corn. We do have these various 
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kinds of corn. We have varying degrees of deterioration within the 
grain, itself. ph, O18 

So, we take what we think is the best possible sample we can and 
that indicates that the grain is going to be lower than No. 4 when it 
comes out. Part of it doesn’t, of course, as you see from the record 
here. 

We are continually working on this problem of sampling before 
movement, and we think that we have the most nearly accurate 
method that it is possible to get. 

Chairman Sairnu. At least none of this corn is graded this way op 
purpose as far as your office is concerned? That is, you weren’t a part 
of the national policy of grading some this way on purpose, so as to 
put it on the market? 

Mr. BricutrwetL. No, sir. Every one of these sales is checked and 
approved before it is offered for sale by our district storage super- 
visors, and they have available to them on their approval slips the 
record of the condition of the corn for many months, and they have q 
work history on this record which indicates what the county office has 
done to condition the corn, or to keep it in condition. 

On the basis of the licensed inspector grade and the history, the 
district people approve the sale. 

Mr. Carser. There has never been any policy submitted to us that 
would allow us to grade corn other than an accurate way. 

Mr. Brientwetn. No. 

Chairman Sairu. I understand, of course, being consistent with 
your answers, that this is done through the regional offices because 
somebody in Washington can call the regional office and say, look 
over those bins and see if there are 50,000 bushels that are subject to 
deterioration, and the next thing you know there are 50,000 bushels 
going on the market. 

Mr. Carper. You think that might be done, but I don’t think the 
policy permits them to do that. 

Chairman Smirn. There is Mr. Berger’s testimony, but I had under- 
stood, consistent with your answers that the State offices in their in- 
spection are not involved in there at all? 

Mr. Carper. No, that has never been done. As he pointed out to 
you, that is the procedure we have for testing our corn. That has 
been tried and we approved it, and think it is the best. 

Mr. Brigurwe i. I would like to clear up one point for the record, 
which may not. be completely clear. 

Corn stored in CCC bins is wholly and completely under the super- 
vision of county and State ASC offices. Corn in warehouses is under 
the supervision of the commodity offices. 

The commodity office couldn’t sell corn out of bins if they wanted to 
under existing regulations. That is all under our supervision. 

Mr. Navenrton. I wonder if you could spell out a little more clearly 
for us, Mr. Brightwell, any changes in policy there may have been 
over who makes the decision on sales of corn, or on whether or not it 
is deteriorated both in bins and in warehouses? 

Mr. Bricutwetr. Well, the decision as to whether or not it is de- 
teriorated in warehouses is made by the commodity office. The deci- 
sion as to whether or not it is deteriorated in CCC bins is made by 
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county offices, as I have indicated, on the basis of instructions that have 
heen issued to State and county offices by Washington. — C7 

These procedures were developed within the grain division, and 
issued to State offices through the Deputy Administrator for produc- 
tion adjustment. 

Mr. Navenron. Has the commodity office ever delegated to the 
warehousemen the responsibility for determining whether grain 
stored in the warehouse was out of condition, or about to go out of 

ition 
ag BrighHTweELL. Not to my knowledge. Again I have to say that 
we have no jurisdiction over that area. 

Mr. Naveutron. I think you mentioned that the making of sales of 
deteriorated corn at competitive bids by the county committees was 
for corn which is in bins or would they also have some responsibility 
for handling the actual disposal of deteriorated corn in warehouses ? 

Mr. BrigHtwELu. No; it is all in bins that the county offices deal 
with. , 

Mr. Naveuron. Was there a change in that policy of taking com- 
petitive bids and selling the corn? Has that been changed at all in 
the last few years / 

Mr. Brigurwe.u. Well, this program or procedure for selling on 
the basis of competitive bids has been developed within the last 5 or 
6 years. 

‘Prior to that time when county offices thought the corn stored in 
CCC bids was in danger of going out of condition, they requested 
loading orders through the commodity office, and the commodity 
office issued those loading orders for the shipment of that corn to 
terminal markets. The Government incurred the cost of getting the 
grain into the warehouse, and transportation charges to the terminal 
market, and then sold it, if it was eligible for sale in the terminal 
market, at the terminal market price. Under this local sales pro- 
cedure we saved the cost of transportation of the grain from the county 
point to the terminal warehouse, and we saved the handling charges in 
the terminal warehouse, if it went into a terminal warehouse. 

We also got the terminal market price or the equivalent at the 
county point and in many cases we got more than that. 

Mr. Naventon. Did you find that you quite often got substantially 
more than what is called the backed-off terminal price? This would 
be the Chicago price or the Kansas City price, minus the freight from 
the point where it originated ? 

Mr. Bricutweti. Yes. We find that we get 2 or 3 cents pretty con- 
sistently above the backed-off terminal price, and in recent months 
we have gotten as high as within 7 cents of the terminal price for some 
of our sales. 

Mr. Naventon. And since freight and handling might be 22 or 23 
cents, that means you are getting 15 or 16 cents a bushel premium ? 

Mr, Brieurwerx. That is correct. 

Mr. Navenron. The commodity office handles sales of deteriorated 
corn from the commercial warehouses ? 

Mr. Bricurwex. That is correct, and some from bin sites. If, for 
example, we were moving corn out of our bin sites to make storage 
room, there could be some corn that we thought was storable that 
would come out that would not be storable when it got to the in- 
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spection point, and that would be offered for sale by the commodit 
office, because that is in the trade channels at that time, and they 
handle those sales. 

Mr. NavueuTon. Once it leaves the bin site, then it gets into the 
jurisdiction of the commodity office? 

Mr. Brieutwei. That is correct. 

Mr. Naveuton. And leaves the jurisdiction of the State and county 
committees ? ; 

Mr. Brigutrwetu. That is correct. 

Mr. Naveuron. Do you know what kind of procedure is fo). 
lowed by the commodity office in making sale8 of deteriorated corp: 
do they also advertise for competitive bids? 

Mr. Brientweu. No. 

Mr. Naveuton. Do they sell at the backed-off terminal price? 

Mr. Brieutrwett. Well, I am not completely familiar with all of 
the methods they use. They have merchandising people in there, and 
of course, never having been one I am not qualified to say all of the 
things they do. 

I know they are in constant contact with grain buyers at the ter. 
minal markets, and as to just what they do, I assume they don’t ever 
sell for less than what they believe to be a good price. I hear a lot 
of trade people say that they hold them up on it sometimes. 

Mr. Naventron. Well, the commodity office might make some sales 
locally, and deteriorated corn would be disposed of locally, wouldn't 
it, or not necessarily ? 

Mr. Bricurweti. Not necessarily. 

Mr. Naventon. They might ship it to other areas? 

Mr. Bricurweii. It probably would be routed to some point, say 
Des Moines, Chicago, Cedar Rapids, and disposed of at those markets, 

Mr. Naveuron. Of course, the first to report deteriorated grain 
would be the warehouseman himself, would he not, if he were storing 
it? 

Mr. Bricutwe.yi. It depends on how alert he is. If he wasn’t as 
alert as he should be, he might not be the first one to know about the 
spoilage. 

Sometimes CCC examiners go into the warehouse, and find some 
corn that is out of condition, that the warehouseman didn’t even 
know about. If the warehouseman is alert, of course, I assume that 
he would notice it first. 

Mr. Naventon. Do you know whether there have been instances 
where the commodity office has allowed the warehouseman himself 
to buy the deteriorated grain which he is storing? 

Mr. Bricutweu. No; I don’t. 

Mr. Naveuron. It could have happened, but it isn’t something that 
comes within your duty? 

Mr. Brigutwewu. That’s right. 

Mr. Naveuron. You do know they don’t advertise for competitive 
bids? 

Mr. Brigurwe.u. That I am sure of. 

Mr. Naveuton. And by advertising for competitive bids the State 
offices, through the county offices, have been able to get premiums over 
the backed-off terminal price of as high as 15 cents a bushel? 

Mr. BrigHtwetu. That is correct. 
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Mr. Naventon. One further thing. 

I believe that several years ago a considerable amount of 1948 corn 
was sold. Are you familiar with that? 

Mr. BricHTWELL. Yes, sir. 

Mr. Naveuton. What were the circumstances of that? 

Mr. Bricutwett. A determination was made in Washington that 
the corn was too old to continue in storage, and was sold on the basis 
of that determination. 

Mr. Naventon. Was it stored in bins? 

Mr. BricHtweEtu. Yes, sir. 

Mr. Naveuton. Do you recall the year that was stored or was sold? 

Mr. BricutweE.u. I am not positive about this, but I believe it was 
1955. 

Mr. Navenrron. About how much was sold in Iowa, do you recall, 
approximately ? ee 

Mr. BrigHtweLL. Approximately 60 million bushels. 

Mr. Naventon. This was done on the basis of a determination made 
in Washington that because this corn was 1948 corn it was not storable? 

Mr. BrigutweE.i. That is correct. 

Mr. Naventon. How much of that corn actually was deteriorated 
when it was loaded out ? 

Mr. Bricntwe.u. A very large percentage of that corn graded three 
or better. 

Mr. Naveuton. Did you find very much sample grade? 

Mr. Bricutwei. No. 

Mr. Naventon. There was no inspection made to determine that. it 
was spoiling, simply an administrative determination in Washington 
that 60 million bushels of corn in bins in Iowa was spoiled, or was 
about to spoil, or might not store well, and should be sold ? 

Mr. Brigurweu. Let’s say that the determination was made that 
because it was 1948 corn that it was no longer suitable for continuous 
storage. 

Mr. Naventon. And of course, the law would have prohibited the 
Secretary of Agriculture from disposing of that corn domestically, 
if it was storable, am I right ? 

In other words, under the Agriculture Act, you aren’t allowed to sell 
storable corn on the domestic market, at less than statutory prices? 

Mr. Bricutwetn. Since that determination was made in Washing- 
ton, and we weren’t consulted, I would ask—or rather, I would like 
toask if you would obtain that answer from them. 

Chairman Smirn. I will read into the record at this point a letter 
from the president of the Chicago Board of Trade, Mr. Robert C. 
Liebenow, which I think explains some of this, and I wish you would 
listen, because it may bring to mind whatever part, if any, the Iowa 
office had todo withthis. [Reading:] 

As of July 1 last year, CCC either had in inventory or under price support 
loan a total of 1,370 million bushels of corn, or some seven-tenths of the total 
stocks within the United States. The Corporation also indicated last July that 
its corn sales for the following year would result in the Corporation handling 
more than two-thirds of the corn merchandising business in this country. 

I compiled some figures with respect to the weekly corn sales by the Corpora- 


tion over the last 2 years, and these figures, in my opinion, add up to a stiff 


indictment of the uneconomic merchandising operations of the world’s largest 
nonfinancial corporation. 
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During the 81%4-month period commencing with the first week in January and 
running through the middle of December 1956, the Corporation dispogeq of a 
little less than 80 million bushels of corn, which by the way was purely a retail 
operation compared with the wholesale movement that was to follow. 

Sales by the Corporation for the 1 week ending December 19, 1956, amounted 
to 4,504,000 bushels. The following week, they sold 742 million bushels of 
corn, and for the next 14 weeks sold never less than 6 million bushels of corn 
every 7 days. 

During the 31%4-month period commencing with December 19, 1956, the (op. 
poration moved into market about 50 million more bushels of corn than Was 
moved into market during the first 8% months of 1956. For the 60-week periog 
commencing October 10, 1956, the Corporation hit the market with almost 3% 
million bushels of corn. 

As a consequence of this dumping, the cash corn market, both country ang 
terminal, became demoralized under this avalanche of Government-owned corp, 

Is it any wonder that corn prices declined some 35 cents a bushel at a typical 
country station in Illinois during this period, and that corn finally sold in the 
Chicago cash market during the last days of December at the lowest price jp 
8 years? 

By virtue of this heavy corn movement, the Corporation was actually con. 
peting with the farmer and was taking away any advantage the farmer would 
otherwise have had for a higher free market price at harvesttime. Further. 
more, the Corporation depressed the farmers’ market to such an extent that he 
was compelled to deliver to the Government on loan the amount of corn that 
he might otherwise have sold in the free domestic market. 


I digress at this point to point out the difference between then and 
this year, when the dumping operation was not in effect, where the 
farmer did move his corn to market instead of to the Government— 

Contrary to public statements from the Department, this action leads us 
to believe that the Department of Agriculture is making every effort to per- 
petuate itself in the business of storing and merchandising grain. 

You might be interested in some other figures on corn sales so as to measure 


this competition. 
Corn sales by the Corporation from January 1 to March 31, 1957, covered 


ms 


some 102,531,000 bushels as compared to 26,695,000 bushels for the comparable 
period of 1956. As far as price is concerned, No. 2 Yellow Corn declined 6 cents 
a bushel during the 3-month period of 1957 but rose 14% cents a bushel for the 
same period in 1956, which (in case you have forgotten) was an election year, 

Although recent corn-dumping operations have been explained as “inventory 
management” and the sale of corn going out of condition, the Corporation is 
unable to explain why the storing quality of this particular grain was so good 
during the summer of 1956 and so poor during the winter of 1957. 

There is some more to the letter, but I think that is the material 
part of it. 

You mentioned 1955, but do you think that perhaps it was 1956, and 
this is the operation that you are talking about, when this corn was 
delivered out of Iowa ? 

Mr. BricutwetL. No; I don’t. I believe it was 1955. 

Chairman Smirn. It was an earlier movement ? 

Mr. Brieutwew. I couldn’t comment on this business of how much 
the commodity office has merchandised simply because that is out of 
our area. 

Chairman Sarrn. That is what we want to establish—what area 
is responsible and where it came from. 

We have a bulletin from the U.S. Department of Agriculture, No- 
vember 13, 1957, and it cites the movement of 316 million bushels of 
corn 1n 1956-57. 
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Mr. Brientwetx. It might be possible that some of the large move- 
ment—again I say I am not qualified to answer—but it may be possible 
some of that large movement occurred for export. I don’t know. _ 

There was a radical change in the handling of that program in 
May of 1958, and the Department stepped out of the export business 
and no longer had any outlook for the movement of corn in those 
channels. ; 

Prior to that time, most of the export had moved out of Govern- 
ment stocks. Since that date, there has been only 10 percent or less, 
which is the subsidy-in-kind payment between the domestic and world 
price. ’ 

Chairman SmirH. Enough was in the domestic market to knock the 
market off 35 cents, so there must have been a considerable portion 
in the domestic market. 

Mr. Carper. I think it should be considered here in the movement 
of corn, prior to the successful operation of the aeration program, 
weather conditions had quite an effect on how we had to move corn. 

If it was a very humid wet season, we had more trouble controlling 
our inventory than we did in dry weather. Since aeration, that hasn’t 
been quite as much of a problem. Aeration proved its real value in 
the last 2 years. 

Mr. Brigutweti. I would like to believe that it was for more 
than 10 years. 

Mr. Carper. We haven't used it in our operation that long; we 
haven’t had the extensive use of it in our binside operations, have we ? 

Mr. BrigurwE... Not in round bins, no. 

Mr. Carzer. So I would think that would be some of the reasons 
for this corn being moved sometimes at, or rather going out of con- 
dition more at some times than others, because of the weather situation. 

Mr. BrigutrweLtt. The movement he is talking about is movement 
out of commercial channels, or through commercial channels. 

Mr. Carser. I thought you were talking about the movement out of 
bins. 

Chairman Smirx. In your case, however, this had nothing to do 
with your movement of this corn, you still had a considerable per- 
centage that was good corn when it was delivered, but in their case 
our figures show that over 90 percent was No. 1 corn, and No. 2 corn, 
indicating too great an error for it to have been an error in judgment 
on that basis. 

Mr. Bricutwe.. Yes. 

Chairman Smit. I guess the answer is here in the Department 
bulletin about domestic use compared to export. Total sales included 
195 million for domestic use, and 121 million for export. 

Mr. Naventon. These are figures for the 1956-57 marketing year, 
where sales and donations of CCC corn totaled 316 million bushels, 
the heaviest in recent years. Much of this was old corn taken over 
in the 1952, 1953, and 1954 crops. It was sold at prevailing market 
prices, because of the danger of loss from deterioration. 


Total sales included 195 million domestic use and 121 million for 
export. 
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Chairman Smirn. Anyway, one of the reasons we are going into 
this is that if this policy were instituted again, and the market was 
going to be depressed again next year just before takeover time, yoy 
could see you are going to have more corn going through Government 
bins than you will if you use your Government monopoly of corn to 
hold the price up as an umbrella so it will be on the market instead of 
in your bins. 

But as far as you know here in lowa—you have nothing to do with 
that policy? 

Mr. Bricgutwetu. No. 

Mr. Naventon. We can get further policy on this from the Evans. 
ton commodity office. 

Chairman Situ. Yes. 

Would you want to proceed there? I don’t know just where I cut 
you off. 

Mr. Bricurwetu. In 1952 there were 722 State licensed ware. 
houses in Iowa having a storage capacity of 50,196,565 bushels. At 
the end of 1958 there was approximately 267 million bushels of ware. 
house storage capacity approved under the uniform grain storage 
agreement in Iowa. It is estimated that at the end of 1959 the total 
warehouse space in Iowa will be in excess of 325 million bushels in 
which there will be about 185 million bushels of corn. 

In an effort to encourage the expansion of warehouse storage, the 
Department instituted guaranteed storage programs in 1953 and 1954. 
In addition the Department adopted a firm policy of using commercial 
warehouse storage before filling CCC-owned structures and in 1959 
a reconcentration program for the movement of grain from CCC- 
owned storage into commercial warehouses, including commercial 
space at binsite location, was put into operation. 

Mr. Navucuron. About this time in 1953 and 1954 wasn’t there also 
legislation passed to authorize amortizing of investment in grain stor- 
age facilities, over a 5-year period, instead of 20 or 30 years, as 
would normally be required ? 

Mr. Brientweti. Yes. We had such a tax program which was 
an added incentive. 

Mr. Naveuron. In effect, this rapid tax amortization provision was 
equivalent to an interest free loan from the Government by deferring 
taxes ? 

Mr. BricutwetL. That is correct. 

Mr. Lancen. Have some of the new facilities in Iowa been built 
with loans from the Small Business Administration ? 

Mr. Bricgutwe.i. There have been some; yes. 

Mr. Navecuron. So it was possible under some circumstances for 
someone to get a loan from the Small Business Administration, get 
a guarantee of grain to store in his elevator from the Department 
of Agriculture, and then depreciate his facility in 5 years when he 
figured his taxes ? 

Mr. Bricurwexv. Well, I am not familiar enough with the Small 
Business Administration to know just when they began to make 
loans to warehouse people. Whether or not they began to make them 
back in 1953 and 1954, I don’t know. 
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Those tax programs expired in those years. _ 

Mr. Lancen. Mr. Chairman, in connection with that, may I 
go back just a minute in order to clarify this, and get the proper 

rspective. ‘ 

-] notice that now you got to the point where there are some 288 
million bushels of commodity storage space which is available. 

Mr. BrigHtwE.u. Yes. 

Mr. Lanoen. About 325 million bushels of licensed ware- 
houses. You were talking about cost a moment ago, and the most 
recent cost in 1956 seemed to indicate a cost of 30 cents a bushel 
erected for those buildings. That, however, if I understand it cor- 
rectly, doesn’t include any kind of equipment for loading in or out, 
does it! 

Mr: BrigutwE.u. No. 

Mr. Lancen. That is the building, itself? 

Mr. Brigntwe.tu. That is the building, itself. 

Mr. Laneen. So with that type of storage and before the entire 
operation is completed, it might well have to go through some ware- 
house with a loading charge before it is on rail car, or truck, or 
something, in order to get out of the country, am I right so far? 

Mr. Brigurwe.ti. That is correct. 

Mr. Lancen. In addition to that, might I ask, in the matter of 
taxes which was brought into this, to what degree may the increase 
of warehouse storage from 50 million bushels to 325 million bushels 
have changed the tax potential within the State of Iowa? 

Mr. Bricutwe.u. Of course, I couldn’t give you any figures on the 
tax potential. I assume that because we did have this increase in 
warehouse capacity that it created more tax incomes to some govern- 
ment. 

Mr. Lancen. As compared to the 288 million bushels in the CCC 
bins, there is no tax value there at all ? 

Mr. BrigHtTwEi.. No. 

Mr. Lancen. By the same token—I almost hesitate to go into this, 
but we are going to get the farm story next. 

Mr. BrigHTwE.u. Yes. 

Mr. Lancen. And there again we have storage facilities that are 
going to play a part in the tax base. We have no figures that indicate 
the part that may have been played by either of these structures on 
the farm, or in the warehouses, as far as the tax revenue is coneerned. 

Mr. Bricutweww. I certainly don’t have them. 

Mr. Lancen. To go with it—may I ask, and I possibly should know 
this, but I don’t—is grain self-taxed on the farm, or in the ware- 
house? 

_ Mr. Bricnrweii. On the farm. There isa grain handlers tax which 
is pretty low. I believe—I don’t know offhand what it is, but I think 
it 1s a quarter of a mill or something like that. 

_ Mr. Carser. There is a property tax on grain after the second year, 
isn’t there ? 

Mr. Bricutwett. No. Grain handlers is the same for warehouses. 

Mr. Lancen. The reason I ask is there a difference in Minnesota? 

Mr. Bricutwety. That is possible. 

64140—61—pt. 3——_5 
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Mr. Lancen. Is there any way that those figures can be procured 
or a reasonable accurate estimate made of the part that all of this 
plays in the tax laws? 

Mr. BricHtwe.u. It might be pretty hard to do because you 
into profit and loss. We certainly don’t have any way of determining 
that in the Department of Agriculture at this level. 

Mr. Lancen. I shall press it no further. 

Mr. Bricutwe.t. In the past several years intensive programs to 
increase “on-farm” storage have been carried out by the State and 
county ASC offices. Iowa has always had more corn resealed on 
farms under resealing programs than any other State in the Nation, 

In 1958 there was about 64 million bushels of corn resealed on farms 
as compared to 113,591,000 bushels in all States. This is a typical 
example of other years’ activities. The reseal payment to farmers 
has been increased from 13 cents per bushel in 1952 to 16 cents per 
bushel in 1956. 

Chairman SmrrH. What happened to the warehouse storage rates 
in the same period of time ? 

Mr. Brigutwe.i. They were also increased and I think we can get 
to that in this very next statement. 

Attached are tabulations of the current commercial storage rates 
under the uniform grain storage agreement and the rates for handling 
grain in and out of CCC bin sites. 

Also attached is a tabulation of changes in commercial storage 
rates under the uniform grain storage agreement since 1940. 

Chairman Sariru. In exhibit G you have set forth the rates for 
handling grain in and out of CCC bin sites ? 

Mr. BricHtTwe.u. Yes. 

4£The exhibit referred to above follows :) 
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RATES FOR HANDLING GRAIN IN AND OUT OF CCC BIN SITES 


. Filling structures, 2% cents per bushel. 

. Emptying structures, 114 cents per bushel. 

. Weighing grain,’ one-fourth cent per bushel. 
. Transporting grain, 114 cents per bushel. 

Chairman Smiru. No. 1, filling structures is 2% cents per bushel: 
No. 2, emptying structures, 1% cents per bushel; weighing grain js 
one-fourth cent per bushel, and transporting grain is 1% cents per 
bushel. 

How long have these rates been in effect ? 

Mr. Brieutweii. The current rates that we are talking about on 
this exhibit have been in effect since 1956, and that amounts to two 
and three-quarters total in charge, and two and three-quarters total 
out charge. You have noticed that we don’t pay the weighing charge, 
if CCC is obligated to pay for the same wage charge under any other 
agreement or contract. 

Almost always the Government will be obligated to pay under an- 
other contract, since the warehouse operates under warehouse 
agreement. 

Chairman Smirn. Two and three-quarters each way ? 

Mr. BrigHtTweE... Yes. 

Mr. Naucuton. Mr. Brightwell, these are the handling contracts 
which you have with warehousemen for loading grain in and out of 
CCC bin sites which are near their elevators ? 

Mr. BrigutweEwu. That is correct. 

Mr. Naueuton. They don’t store this grain, simply handle as it 
comes in from the farmers, and also load it out when they have orders 
to do so? 

Mr. BrigutweE.u. Yes, that is right. 

Mr. Naventon. Has that rate increased—did it increase in 1956 
over previous years ? 

Mr. Brigutwe.u. The rate in 1956 was a reduction from 6 cents 
total to 514, which is now in effect. 

Mr. Navueuton. About how would your handling charges run as 
compared with your average inventory? In other words, if you have 
200 million, bushels in CCC bins, how much would you load in and 
out ? 

Mr. Bricutwety. Weli, the last 2 or 3 years, not very much. In 
this past delivery program, which ended just a few weeks ago, we put 
about 1814 million bushels of corn in bins, and we only moved out 
about 30 million last year in sales and shipments. + About 8 million 
sales and the balance was shipped to terminal markets for restorage, 
so that actually the total amount of money that has been spent for 
putting corn in and out of bins in recent years has been materially 
reduced simply because we aren’t putting corn in and out of bin sites. 

Mr. Naventon. On the 4 million bushels that you moved out under 
the reconcentration program, it cost you 234 cents a bushel to load 
out ? 

Mr. Bricgutwe.u. Yes. 


m OO be 


1No weighing charge paid if CCC is obligated to pay for the same weighing under any 
other agreement or contract. 
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Mr. Navenron. And if you put corn back in it cost you another 
93, cents to put it back in, and if this movement was not necessary, 
you incurred 514 cents a bushel extra charge 

Mr. BrigHtwELu. That is correct. 

Mr. Naveuton. Is all of your grain on bin sites handled under 
contracts with commercial warehousemen, or do you have any of 
your own equipment and handle any of your own loading and load 
out? 
or. BrigHTwELL. No. All of it is handled by commercial people. 

Mr. Naveuton. Have you ever, in the past, handled it with your 
own personnel ? 

Mr. Bricutwetv. In a few isolated areas we have, in the past. The 
bulk of it has always been handled through commercial channels. 
Since the ever-normal granary was established in Iowa in 1938—— 

Mr. Navenron. Have there ever been any estimates made of the 
cost of handling this with CCC personnel ? 

Mr. BricHtwEtL. Not recent costs. I know of none even back a good 
many years. I know there were some estimates but sometimes esti- 
mates aren’t always accurate, you know. 

Chairman Sutru. How was this price arrived at in 1956, do you 
know, or was that made in Washington ? 

Mr. Bricutwewtt. No, sir. That price is arrived at in the State ASC 
office working with the people on the Iowa warehouse work commit- 
tee, composed of warehouse representatives and ASC people. 

Chairman Smirn. In your judgment is that a fair amount ? 

Mr. BrigHtwELu. We believe it is, yes. 

Mr. Navecuton. Did you make some analysis of the actual costs 
of the operations that were necessary to be performed, and the costs 
of such operations ? 

Mr. BrichotTweELi. No, we didn’t. In 1949, 1950, 1951, 1952, we paid 
21% cents a bushel for quonsets, and 3 cents a bushel for filling round 
bins, and we now have a 234 rate for all structures, which represents a 
uniform rate for both types of structures. 

The filling rate in those years that I have just mentioned was less. 
It was 114 cents per bushel. However, when these rates were renego- 
tiated in 1956, the State warehouse committee composed of ASC peo- 
ple and warehouse people had to consider the fact that the public 
trucking tariff rate in many cases was at least 2 cents a bushel, and a 
large percentage of the warehouse people in Iowa don’t own their own 
trucks, and they either have to violate the tariff rate, and if they don’t 
violate it, then they are going to pay more money than we were allow- 
ing under the old contract at 114 cents for trucking it out, and it was 
our judgment that that rate should be comparable at least to the filling 
rate, because the filling rate, as I have indicated, has not increased 
over the years. ' 

The warehouse people have more expenses in removing the corn, 
because the corn that comes into the bins is brought in by the farmer, 
and at no expense to the Government or the warehouseman. But 
removal and transportation of the grain to the warehouse, so if you 
assume the 214- and 3-cent rate that was in effect for a good many 
years was fair for filling bins, then I think it is reasonable to assume 
that the same kind of a rate for outbound movement, when there is 
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more expense and more work to be done by the warehouse, was a faiy 
rate. 

Mr. Navueuton. Am I correct, it was increased 1 cent in 1956? 

Mr. Bricutwe... It was. The increase occurred, I believe, in 1955 
We had a 6-cent rate in 1955. Then we reduced to 51% in 1956 and 
the total rate was moved up from 414 or 5, whichever one you Want 
to use. 

The original contracts were 4 and 444. The contract now is 5y, 
which does represent a 1-cent increase over the old one. " 

Mr. Naveuton. And there previously was a half-cent differential 
for filling the larger structures? 

Mr. Brieutwe.u. That is correct. 

Mr. Naventon. And I assume this was because the cost of opera. 
tion is smaller per bushel in filling the larger structures, you don't 
have to move the equipment as often ? 

Mr. Bricutwe.u. That is probably correct. 

Chairman Smiru. In your table in exhibit H you have for 195¢ 
there, an annual earnings average of 18.675 cents per bushel and that 
includes—would you state for the record what that includes? 

Mr. Brigutwe.. Is that rail rates or truck rates? There is a dif. 
ference there. The rate of 16.850 is the total earnings when grain is 
received into the warehouse by rail or water shipments. 

We have to move back to the middle part of that tabulation to 
the rates for grain received in the warehouse by truck. In Iowa that 
will be the most of it. 

Chairman Sairu. Let’s do that. 

(The exhibit referred to above follows :) 
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Mr. Bricutweit. We are talking about annual earnings of 20.925 
cents per bushel. fas 

Chairman Smrrx. What is included in that 20.925? 

Mr. Bricutweti. We have 3%, cents per bushel receiving charge, 
and a three-quarter cent per bushel loading-out charge, and an annual 
storage earning of 16.425, which I believe adds up to 20.925 cents. 

Chairman Samira. What I don’t understand is that you have both 
an in and out charge, and would all of this grain have been moved in 
and out ? 

Mr. BrigHtwE.u. No; it would not, not in the same year; no. 

This table represents the total earnings that a warehouse could re- 
| ceive if grain that he took in was shipped out the same year. 
| Chairman Smrru. The storage alone, then, was 16—I see what you 
| mean. 

Mr. BrigutweE.u. The storage alone is 16.425 cents a bushel a year. 

Chairman Smrru. You don’t have 1957, 1958, and 1959, do you ? 

Mr. Brigutwewu. They are the same rates. 

Chairman Smirnu. As far as warehouse corn is concerned, it can be 
commingled, and as we understand it, a warehouse operator can build 
up premiums for having delivered out corn of lower moisture content, 
or better quality, than was delivered in; is that correct ? 

Mr. Bricutwetu. Again I will have to say initially that this comes 
under the jurisdiction of the commodity offices, but the contract does 
provide for the accrual of grade premiums. 

Chairman Smrrn. And according to some of the people that have 
been asked these questions, they can accumulate premiums and work 
off some other commingled grain with it, and this constitutes a profit 
in the neighborhood of 4 cents a bushel, sometimes 6 cents. Like the 
counsel says, it is more common on wheat than corn, but that is not 
reflected in this figure that you have here at all ? 

Mr. Bricutweti. No, sir. I wouldn’t be qualified to comment on 
that particular phase of it. 

Chairman Smirn. We will put in the record your other figures on 
the cost of storage only. As I read them, in 1949, it was 10 cents re- 
ceived by truck. 

Mr. Brigotwetu. That is correct. 

Chairman Smrrn. 1948, it was 9 cents; in 1952, it was 12.625. 

Mr. Brieutwety. Yes. 

Chairman Smrru. And I take it it was the same, then, in 1953 ? 

Mr. Brieutweiy. That’s right. 

Chairman Smiru. And in 1954 it was changed to 15.333 ? 

Mr. BrigHtweu. Yes. 

Chairman Smrrn. 1955 it would have been 15.333 ? 

Mr. Brigntwetu. Yes. 

Chairman Sarrn. 1956, and in succeeding years, 16.425? 

Mr. Bricutwey. That’s right. 

Chairman Smrrn. That.is the basic amount? 

Mr. Brigutwety. That’s right. 


Chairman Saaru. For storage. You had some more, I think, in 
your statement. 
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Mr. Bricutweiit. Yes. A tabulation of (1) the administrative ¢,. 
penses for the operation of the CCC bin storage program in Tow, 
and (2) the average annual inventory of grain stored in CCC bing jg 
attached as exhibit L. 


Exu1siT I 


Average inventory and operating expenses, CCC bin storage program in Towa 
——<— 
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1 Unable to get 1953 fiscal year expenditures, 


Mr. BrigHtwe.u. Records on the losses due to deterioration of 
corn stored in commercial elevators are maintained in the regional 
CSS offices and are not available to State ASC offices. 

Losses due to deterioration of corn stored in Government bins in 
recent years has been extremely low. 

Grain stored in commercial warehouses is checked regularly by the 
warehouse division of the State commerce commission and regional 
CSS office examiners. Grain stored in CCC-owned bins is checked 
regularly by county ASC personnel, assisted by State ASC offices 
district and area supervisors. 

All records on losses due to conversion of grain in commercial 
_—— are maintained in the regional cs office at Evanston, 
Ill. 

There have been only two thefts of grain from CCC-owned bins in 
Iowa in recent years. These occurred in the fall of 1958 and the 
thief is now serving time in the State penitentiary at Fort Madison, 
Iowa, for these thefts. 
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ranary storage program policies, procedures, and instruc- 
pty Se toned in Waskinitens D.C., and issued to State ASC 
offices through the office of the Deputy Administrator, Production 
Adjustment. ; : oc 

The State ASC office under the direction of the Deputy Adminis- 
trator, Production Adjustment, directs the operation of the granary 
storage program within the State. 

The county ASC offices operate the CCC granary storage program 
in the county. Among other things this includes the establishment 
of storage facilities, maintenance, and operation of the storage facil- 
ities; the receiving of CCC-owned farm commodities into the storage 
facilities and the storing, maintaining, and shipping of such commod- 
ities; and other operations within the county as required under the 
CCC granary storage program. 

Among other things the CSS office in Evanston, IIl., is responsible 
for approving, inspecting, and supervising warehouse operating un- 
der the terms and conditions of the uniform grain storage agreement, 
the issuance of loading orders for the shipment of grain stored in 
CCC bins and warehouses, merchandising CCC grain stored or re- 
ceived into warehouses, maintaining records of loans and purchase 
agreements, grain inventories in warehouses, etc. 

The last exhibit that we have referred to here in our narrative 
statement is exhibit I, which is the last page of our prepared state- 
ment, and is a tabulation of the administrative expenses for the opera- 
tion of the CCC bin storage program in Iowa, and the annual inven- 
torv of grain stored in CCC bins. 

Chairman Smirn. What expenses does the table that you have 
prepared. include ? 

Mr. Bricutweti. The program expenses include all of the expenses 
for the operation of the county office personnel, filling and emptying 
structures, maintenance of the grain, including the monthly, twice- 
monthly inspections, electricity to run the fans, site and office rental, 
but doesn’t include any allowances for grain spoilage, or deteriora- 
tion, or taxes which the Government doesn’t pay. 

Chairman Smiru. You have listed as program expenses then, be- 
ginning with 1954, $9,712,161 on an average inventory of 142,120,460 
bushels— 

Do you have this figure as 6.83 cents per bushel ? 

Mr. Brigutrwe.. I don’t have it, that is pretty close. 

Chairman Smiru. Then for 1955, program expenses of $8,856,489 
on 173,947,115 bushels, at an average cost of 5.09 cents per bushel ? 

Mr. Brigutwetu. That’s right. 

Chairman Sarru. In 1956, $6,102,452 on an inventory of 217,063,754 
bushels, for an average of 2.81 cents per bushel ? 

Mr. Brieutwetw. That’s right. 

Chairman Smirn. In 1957, program expenses $7,941,958 on an in- 
ventory of 205,987,171 bushels, for an average of 3.85 cents per bushel ? 

Mr. Brieutweii. That’s right. 

Chairman Smirn. 1958, program expenses of $9,001,494 on an in- 
ventory of 213,963,228 bushels, for a 4.2 cents per bushel ? 

Mr. Brigurwei.. That is correct. 

Chairman Smrru. 1959, $6,616,099 on an inventory of 206,320,358 
bushels for an average of 3.1 cents per bushel. 
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I notice there is some variation in the cost per bushel of stor; 
Government grain in CCC bins, and it drops from 6 cents, almost} 
cents in 1954 down to 3 cents in 1959, but there are some other varia. 
tions in between. 

Could you explain something to us about these variations, what 
accounts for them, and what we can expect in the future? 

Mr. Bricutwety. Well, part of the reason for the reduction jp 
the per bushel cost is, we like to believe at least, is the result of better 
supervisory controls, more careful checking by county and State office 
people. 

Part of the increased expenditures per bushel, which is here for 
1954, and 1955, occurs because in those years larger amounts of corn 
was put into the bin sites than was the case in 1958 and 1959. 

Chairman Smirn. Would that increase the cost per bushel? 

Mr. Briewtwew. It would, because it would increase the total pro- 
gram expense, and you would still have the same average annual ip- 
ventory. 

Mr. Nauventon. These figures that you have given us, these costs 
include the payment of 514 cents a bushel on grain loaded in and out, 

Mr. BricHtwetu. Yes. 

Mr. Naveuton. To commercial handlers, commercial elevators for 
handling this grain in and out ? 

Mr. Brientwetu. For the number of bushels that went in during 
that particular year. 

Mr. Naveuton. And in 1955, 60 million bushels of 1958 corn were 
sold, was it ? 

Mr. BricHtwe tu. Yes. 

Mr. Naveuton. It would have cost you whatever it was, 2 or 3 
cents per bushel, for every one of those bushels that was loaded 
out, and when you loaded new corn in to replace that you had to pay 
another in charge on the new corn coming in 4 

Mr. Brientwewu. That is correct. 

Mr. Naveuton. So this would tend to cause a variation depending 
on the traffic in and out ? 

Mr. Bricutwetu. That is correct. 

Mr. Naueutron. Whereas in 1956, 1957, and 1958, when the corn 
was sitting there without much movement, there is a better reflection 
of the actual cost of storage itself? 

Mr. Brigutwetu. That is correct. 

Chairman Smrrn. The Government doesn’t carry any insurance on 
their grain, do they ? 

Mr. BrigHtwety. No. 

Chairman Smiri. So this actually includes everything except what 
would be depreciation on those bins, as far as the Government cost 18 
concerned ? 

Mr. BricHtwetu. Depreciation and grain loss. 

Chairman Smrrx. You said on grain loss that you could easily blend 
that out, if you could blend your grain ? 

Mr. Bricutwet.. If we were permitted to do it, we could, yes. 

I would like to point out, in this per-bushel computation for 1957, 
1958, and 1959, the total program expense also includes some expens 
for permanent investment in fixtures, wiring, and equipment, and s0 


forth. 
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For example, in 1957 that figure represented $135,605, which was 
included in our total program expense, and in 1958, it represented 
$578,584, and in 1959, the total program expense of $6,416,099 has 
to be reduced by $404,130.23 for this investment in aeration equip- 
ment, permanent wiring, binsites and so forth, which certainly is 

cing to last us for a long, longtime. 

Chairman Sairn. I am glad you pointed that out, because as a 
matter of fact the 1959 figure, 0.031 cents, includes all that as 1 year, 
writing it off in 1 year, so actually it would bring it down, if you were 
to depreciate that out, would bring it down to less than 3 cents. 

Mr. NavenTon. One more question, Mr. Brightwell. 

The bins don’t deteriorate any faster with corn in them than they 
do with corn not in them, do they ? 

Mr. Bricutwetit. I believe they might even deteriorate faster 
if they were empty. 

Mr. Naventon. So from the standpoint of bins that the Govern- 
ment already owns, that are in place at binsites, depreciation is not 
a cost that needs to be considered in determining the cost of using 
them, because the cost would be greater for depreciation if you leave 
them empty, than if you fill them with grain? 

Mr. Brieutweit. The maintenance cost would be as great or greater, 
if they were empty, than if they are full. 

Mr. Naventon. What would you estimate is the average length 
of life of the bin structures ? 

Mr. BrigutwEti. No one knows. We have some now that were 
bought in 1939. 

Mr. NavGutron. So you have some with 20 years’ life on them 
already. Are they still in pretty good shape? 

Mr. Brientwein. They are still usable, and I believe will be usable 
for several more years. 

Chairman Smiru. What percentage do you suppose you still have 
of bins that were purchased in 1939? 

Mr. Bricutwetv. Pretty hard to say. 

Chairman Smrrx. Has any substantial portion been destroyed by 
wind ? 

Mr. Bricutweit. There was a sale program way back in the early 
1940’s or 1989, when we sold some bins, that it why I can’t give you an 
exact figure. 

Chairman Suir. To put it a different way, have any substantial 
number of these 1939 bins been destroyed or rusted out, or deteriorated 
away ? 

Mr. Brieutwewt. No. 

Chairman Smirn. And that has been 20 years? 

Mr. Brigutweu. Yes. 

_ Mr. Naverton. Could you give us an estimate of annual losses from 
insurable causes such as fire, windstorm ? 

Mr. Brrentrwety. Well, generally it is pretty low. I would call 
only 1 year when we suffered very much loss, and that was a big wind- 
storm that came along in May of 1950, I believe, and blew away some 
of our bins. ?’ ' 

Mr. Navanton. Were they empty ones? 

Mr. Brtcrrwety. Yes. 
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Mr. Naveuton. Would you have any idea of what the loss due ty 
insurable causes would be per bushel, annually? Would it only bey 
fraction of a cent? 

Mr. Brigutrwe.u. Fraction of a cent. Where we now have about 
70,000, we might lose 3 or 4 bins a year, because of windstorm or dam. 
age. 

Mr. Naventon. So it would be pretty small ? 

Mr. BricHtTwe.u. Yes. 

Mr. Naveuton. How about fire? 

Mr. Bricutweii. To my knowledge, there have only been seyey 
bins, I believe, destroyed by fire, and that was this fall over jp 
Maquoketa, Iowa, as a result of an asphalt plant explosion which was 
adjacent to the binsite. 

There have been no other fires that I know about. 

Chairman Smirn. Were you paid for that? 

Mr. Bricutwe.u. We are negotiating with the insurance company. 

Mr. Naveuton. You may be able to collect on the asphalt plant's 
insurance ? 

Mr. BricHTweELu. We are negotiating. 

Chairman SmirH. Would it be reasonable to say that if you figured 
15 years as a life for these bins, that would be rather liberal? That 
would be heavy enough depreciation rate ? 

Mr. Bricgutwe.y. Certainly would be, because in my opinion they 
will last considerably longer than that. 

Chairman Smiru. So your 30 cents a bushel, if you use 15 cents, 
that would be 2 cents a bushel, and that would be the most you could 

for depreciation ? 

Mr. BricgHtwe.u. Yes. 

Mr. Naventon. Can you think of any costs that should be added 
in here that aren’t other than depreciation and insurance, which we 
have been discussing ? 

Mr. Bricotwe.i. We have discussed this matter of grain spoilage 
which may or may not be a comparable figure—— 

Mr. Naventon. If you are running a commerical operation, you 
could blend that off so presumably it wouldn’t be a comparable figure. 

Of course, you don’t have to pay any premium to get grains in your 
CCC bins? 

Mr. Bricgntwe.v. No, and we don’t have any taxes, as I have men- 
tioned before, we don’t have any insurance. 

Mr. Nauenton. No advertising, either. 

So, based on your 1959 figures, the cost of storage in Government 
bins, if you included 2 cents for depreciation, would be in the neigh- 
borhood of 5 cents per bushel? 

Mr. Bricutwe.u. That is correct. 

Chairman Samir. For the cost of storing in Government bins! 

Mr. Bricutwett. That is correct. 

Chairman Smiru. And the cost in 1959 for storage in warehouses 
was? 

Mr. Brigutweww. 16.425. 

Mr. Navenrton. Isn’t your CCC operation, where you are using 
primarily 3,000-bushel bins, and your loading operation has to be 
conducted on that basis, you have to move the equipment, pay 
handling charges based on that, you have to get more aeration eqilp- 
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ment—aren’t your CCC costs likely to be higher than they would be 
if you were operating with three or four or five hundred thousand 
bushels in single storage facilities which could be built more cheaply, 
and handled more cheaply ? 

Mr. BricHtwELu. Well, we probably might have a little more need 
for our personnel for inspection purposes, because our bins are 
scattered over wide areas, whereas we could have that much storage 
at one single point. 

Mr. Naveuton. If you are operating larger facilities, you might 
be able to cut down some of these costs ? 

Mr. Brieutwe.yi. Well, that is a very difficult question to make a 
very accurate answer on, because we, of course, are operating perhaps 
the world’s largest grain business, although it is distributed over a 
number of facilities, and there are, of course, a great many commercial 
warehouses that have larger single operations than we have in some 
of our big sizes. 

So, I don't know that I could give you a very accurate picture 
on that. 

Mr. Naventon. It would not be any more expensive for you to 
operate a 250,000 bushel storage building, would it, than the equiva- 
lent amount of—— 

Mr. BrigHtweELu. No. 

Mr. Naveuton. Of 3,000-bushel bins? 

Mr. Brieutwe.y. Well, if you put the question in that manner, I 
would have to say it probably wouldn’t be as expensive. 

Mr. Naveuton. You do realize savings on the 40,000-bushel struc- 
tures that you do have? 

Mr. BrigHTwe.. Yes. 

Mr. Naventon. Over the bins. So, would it be likely that if you 
further increased the size of your individual structures, instead of 
having 20 or 30 3,000-bushel bins, or maybe 100 of them at a bin site 
location, you had one structure, that probably you could service that 
one structure more cheaply ? 

Mr. BrightweLL. You would have some less personnel cost. 

Mr. Nauveuton. And probably the construction cost, the original 
acquisition cost, would be less, too ? 

Mr. BrigHTwe. Yes. 

Chairman Smitru. You see, if the new takeover is what we talked 
about this morning, 550 million bushels next year, the difference, 
according to your figure, the difference between 5 cents per bushel, 
if it was to be stored in Government bins, as compared to 16.425, would 
amount to $60 million per year. 

If that corn is stored in CCC bins, instead of warehouses, $60 million 
per year is the difference. 

Mr. Brigutwew. Is this 525 million, that is the national figure? 

Chairman Saairn. National. And now I am wondering, have you 
or your office—you are involved with a third of this corn—has there 
been any discussion on whether or not you have now reached the point 
where it is not necessary to encourage more warehouse storage, and 
to put the overflow into CCC bins, or has there been any discussion 
on that ? 

Mr. Bricutwet. I believe the final decision on that policy will be 
made in Washington. 
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Mr. Carper. I think we should say there is one thing being done, 
and perhaps you are aware of it. There is a very intensive study into 
the actual cost of commercial storage. 

You are aware of that, and that is being done. As a result of that 
there is a possibility of a new negotiation in rates. , 

Mr. Naueuton. Of course, Mr. Carber, isn’t that study that is now 
being made of the cost of operating commercial structures, for the pur. 
pose of negotiating a new uniform stor age agreements rate with the 
commercial elevators ? 

Mr. ee That’s right. 

Mr. NauGHTON. That 3 is not related to the question of whether you 
further expand commercial space, or use CCC bins? 

Mr. Carser. Only to the extent that if that negotiation becomes com. 
parable to our cost, it might be economical for us to expand the ware- 
house storage. If, as a result of that, a contract 1s negotiated, that 
would _ as economical. 

Mr. Naveuton. Isn’t that going to create an additional number 
of people who would certainly “have a substantial interest in having a 
continued large Government ‘surplus, because if there isn’t this large 
Government surplus, they have nothing to store in their elevators! 

Mr. Career. I wouldn't think they would have that much interest 
on a program that would do that. 

Chairman Smiru. You people that have been operating this pro- 
gram now, you have been on the ground floor for several years, are 
you free to say whether or not you think that we have enough ware. 
house storage, the amount that is in the national interest to have 
permanently, or in the foreseeable future, is there going to be a need 
for more warehouse storage ? 

In other words, we have had a policy where we encouraged at great 
cost to the Government, and possibly for good reasons—I am not say- 
ing it was bad—we have encouraged warehouse storage to be expanded 
up to 325 million bushels in Iowa at the present time. 

But on the other hand, we have to be interested in how much this 
storage program 1s going to cost, and how much you can get out of 
Congress year after year for these kinds of purposes. Do you think 
it is necessary or proper to have more warehouse storage, or do we 
have about the amount that would be needed permanently ? 

Mr. Career. I would hope that somewhere, somehow, some kind of a 
program could be developed to get the production more in line with 
the demand, whereby there wouldn’t be additional grain for storage. 

That is the direction I think we should be working toward. 

Chairman Sairn. If that kind of a program can be developed, 
then is it your judgment that we now have enough warehouse storage 
without any additional ? 

Mr. Carper. I certainly do. But that kind of a program has to be 
developed. So long as we have extra grain we are going to have to 
have some place for it. 

Mr. Lancen. Mr. ¢ ‘hairman, if I might just add and substantiate 
that, I suppose that it is clearly evident that these figures here sub- 
stantiate the fact that in a very short period involved from 1950 ot 

1952, and having expanded storage facilities, (¢ ‘ommodity Credit 
owned or leased warehouses, to the degree that it is evidenced here, 
going from 60 or from 160 million bushels to 288, from 50 million t 
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900 or 325 million, that surely somewhere along the line we are going 
to have to level this off. ia 

This can’t possibly go on and anticipate that we are going to keep 
building storage to house these. Somewhere we have to level these off. 

I just wanted to add that to substantiate what the chairman said, 
because there is some real evidence here that there must be a limit 
beyond which we can’t possibly go. we 

Chairman Smiru. Of course, we are talking now about 550 million 
bushels takeover in 1960, and that is 1959 corn. Apparently, if this 
program 1S continued one more year, there will be another big take- 
over after that. 

Mr. Carzer. And there will have to be storage for that, also. 

Chairman Saarn. What is being done at the present time within 
the Department, or does this concern your office, to make sure we do 
have enough storage next fall, so that the amount doesn’t sink so 
low that you get all this corn dumped on the Government instead of 
sending it over to the market ¢ 

Mr. Carper. Of course, we don’t think it can be dumped on the 
Government. 

There will have to be storage provided for it, and I have no knowl- 
edge of anything being done, only the study of the cost of operations, 
and as a result of that, the negotiation of a contract, and after that, 
there will be some provision made as to whether it will be advisable 
to fill OCC structures, or use warehouse facilities. I would say that 
would be the result of the study. 

Mr. Lancen. I should want to add to that, as well, as further evi- 
dence, in substantiation of what I just said, there is the second expe- 
rience that we have had as a nation in this very same predicament, 

Asa matter of fact, we were very near this point in 1940, just before 
World War IT, and had we gone on at that time—TI happened to be in 
one of the county offices at that time, and I recall only too well when 
we had filled every Commodity Credit bin site, we had filled all of 
the commercial warehouses, we had farm folks that were breathing 
down our necks, saying what are you going to do with my last year’s 
crop, 1am ready to thrash and I have no room. 

I recall in one instance a man telling me that unless you find room 
for my grain I am going to dump it on the courthouse lawn. That was 
back in 1940. 

So, we have had this very same experience once before, and we are 
back in this position again. To me this is a very real indication that 
some other avenue ought to be explored, and there must in all reality 
bea way found in which we can keep from going into such extremes 
in this matter. 

Chairman Smrrx. Do you have any indication of planting estimates 
for next year ? 

Mr. Brietwett. What was that again? 

Chairman Satu. Indication of planted acreage for next year? 

Mr. Scuwesxe. That would come from AMS, and I think their first 
report will be after the first of the year. 

Mr. Naverrron. We now have a new all time record in Iowa for 
corn production. Is there anything to indicate that next year we 
won't break that record ? 

Mr. Scuwerxe. Possibly could be. 

64140—61—pt. 3-6 
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Mr. Naveuton. What is there to indicate that, or do you think we 
might break it again next year ? 

Mr. Scuweske. Well, that depends, I supose, on other measures 
shall we say land reduction in the program. That could always alte 
the picture somewhat. 

Mr. Carper. I think that we should think not only in terms of corp 
If we are thinking of the problem that is confronting us, let’s talk 
in terms of feed grains, because they are in direct competition with one 
another. 

If we are thinking of some solution of the problem we ought to 
think in terms of feed grains, rather than specifically corn. 

Chairman Smiru. We haven’t covered anything on soybeans either 
and it appears we are going to have to be here tomorrow morning, 
and I wonder if this wouldn’t be a good place to break off until 
tomorrow morning. 

Mr. Lancen. Just to add to what the chairman said, surely in my 
opinion, in the consideration of the storage of the surplus problem 
as a whole, very definitely we ought to consider all of the grain 
crops, and I should want to say we ought to include even wheat. 

I come from a wheat country, and we have problems in that area 
as well. I merely want to make the point that all of them area 
part of the total surplus in the storage problem. 

Mr. Navucuton. Mr. Brightwell, what is the policy with respect 
to the adequacy of loadout facilities here in lowa? How soon does 
a warehouse have to be able fo load out its complete inventory in 
order to meet your standard ? 

Mr. Bricutwe.u. I believe that Evanston commodity office has 
adopted an administrative ruling which requires that warehouses be 
able to load out all of the grain they have stored within 30 days. 

I think there can be exceptions to that policy, and there may have 
to be some if we move ahead as we have moved in the past. 

Mr. Navucuton. But you don’t know of any facilities in Iowa 
which don’t meet that 30 day ? 

Mr. Brieutwe. I don’t personally, no. 

Mr. Naucuton. If there are one or two it wouldn’t be a very wide 
differential from 30 days? 

Mr. Bricutwe.. No, that is right. 

Mr. Naventon. Is there any regulation against, a member of the 
State ASC committee operating an elevator and dealing with the 
Department of Agriculture? 

Mr. Brichtwet. I don’t personally know of a regulation. 

Chairman Smrru. Do you know of any instance in Iowa where 
that is happening? 

Mr. Brigutwe.u. Where a State committeeman is running an 
elevator ? 

Chairman Smiru. Not the State committee, an employee of the 
Government is running an elevator that is involved in storage 
problems. 

Mr. Brigutwe.t. I don’t know of any at the present time, no. 

Mr. Carper. I am glad you eliminated any member of the ASC 
committee. There is no member of the ASC committee involved in 
that. 

Mr. Naventon. Mr. Carber, do you know of any policy that the 
Department has as to whether that would be permitted / 


We 


res, 
lter 


orn. 
talk 
one 
t to 
her, 


ing, 
ntil 


lem 
"ain 


rea 
ea 


rect 
oes 
in 


has 
: be 


ave 
wa 


ide 


the 
the 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 873 


Mr. Career. If Mr. Brightwell doesn’t know of it, I don’t, I am 
sure. I don’t know of any policy that says he can or can’t. I did 
think there was a policy that didn’t permit a Federal employee from 
participating in that kind of a program. 

We have, certainly, on the State level, have that sort of policy. To 
our knowledge, we know of no one who is working for the Government 
operating an elevator facility, and, if we do, we immediately investi- 

ate. 
: Mr. Naveuton. You know of no instances. Would you be inclined 
to give permission to anyone to carry on that kind of an operation if 
they asked you for it ? 

Mr. Carper. No, I don’t believe so. 

Chairman Smiru. I guess we will take up these other matters in 
the morning at 10 o’clock. If there are any other witnesses that want 
to be here tomorrow, if you will come up here afterward, we will 
arrange for it. 

(Whereupon, at 4:50 p.m., the hearing in the above-entitled matter 
was adjourned until 10 a.m. the following day.) 





INVESTIGATION OF THE COMMODITY CREDIT 
CORPORATION 


Part I1]—Price Support and Storage Activities 


WEDNESDAY, DECEMBER 2, 1959 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
or THE CoMMITTEE ON GOVERNMENT OPERATIONS, 
Des Moines, Iowa. 

The subcommittee met at Des Moines, Iowa, Hon. Neal Smith (act- 

ing chairman of the subcommittee) presiding. 
resent: Representatives Nea] Smith and Odin Langen. 

Also present : James R. Naughton, subcommittee counsel. 

Chairman Smiru. Let the record show that this morning Congress- 
man Smith and Congressman Langen are both present, and subcom- 
mittee counsel Naughton. 

I understand there is a correction to make in the figures for 1955 
with regard to corn, is that right? 


FURTHER STATEMENT OF JOSEPH F. CARBER, CHAIRMAN, IOWA 
STATE AGRICULTURAL STABILIZATION AND CONSERVATION 
COMMITTEE; ACCOMPANIED BY GERALD C. RANDLEMAN, MEM- 
BER; CHESTER R. SCHOBY, MEMBER; ALSO C. C. GLENN, ADMIN- 
ISTRATIVE OFFICER, IOWA STATE AGRICULTURAL STABILIZA- 
TION AND CONSERVATION OFFICE; HAROLD W. BRIGHTWELL, 
GRAIN STORAGE SPECIALIST; CLARENCE W. SCHWEBKE; LEO E. 
STURGEON, PROGRAM SPECIALIST; AND PAUL WOOD, PROGRAM 
SPECIALIST, PRICE SUPPORT 


Mr. Scuweske. That is right. 

Chairman Saurrn. And that the acreage planted with allotments 
for 1955 should have been 4,734,648 acres, and that the number of 
farms in compliance should have been 109,005, and that this would 
represent then a percentage of farms in compliance with allotments 
of 50.9 percent for that year instead of 43.6 percent. 

Mr. Scuwesxe. That is right. 

Chairman Swrru. We have covered corn fairly well yesterday, and 
as Mr. Carber and some of the others mentioned, actually you must 
consider all the feed grains together to get some kind of picture of 
what our feed grain and storage situation is going to be. 

I notice you have listed the changes in the planted acreage of 
sorghum. You show that in the year 1956, when there were acreage 
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reserve agreements on 1,277,480 acres of corn land, that there was also 
an increase of 125,000 acres in the planted acreage of sorghum. (f 
course that would offset, to that extent, corn acres that were in the 
acreage reserve as far as feed grain is concerned. 

Do any of you know of any other significant offsetting factor jn 
feed grains that year? 

(No response. ) 

Chairman Smiru. You show an increase of 6,000 acres in barley 
that year, and a very small increase in. oats, an increase of 30,000 
acres in wheat. 

Does that give a fairly good pieture of the feed grain situation for 
that year? 

Mr. Scuweske. Yes, it does. I thmk the wheat allotment for that 
year was a bit larger than the year previous. That would account for 
the increase. 

Chairman Smirn. So that. wasn’t necessarily feed then? 

Mr. Scuweske. No. 

Chairman Smirn. If the allotments were increased, whatever 
wheat was grown within the allotments would probably have gone to 
the market instead of for feed. 

Mr. Scuwesxe. That is right. 

Chairman Smriru. Then for the year 1957 you show the total number 
of acres in the acreage reserve considerably reduced for corn, down 
to 758,966 acres, but in the same year there was another increase in 
the acreage of sorghum up to 484,000. 

In 1955 it was only 28,000 acres, so that meant there were 456,000 
more acres of sorghum in 1957 than there had been in 1955, and there 
was 758,966 taken out of corn under the acreage reserve agreements, 
so about 60 percent of it was offset, is that your interpretation of that! 

Mr. Sturcron. It would have been dependent on the productivity 
of the crop as compared to corn. You would have to consider those 
things. 

Chairman Sairn. Will the witness speak up a little louder, please? 

Mr. Strurcron. There would have been an offsetting capacity there 
of that grain sorghum, depending on whether the sorghum produced 
as much on the acres as the corn would have been on those acres. 

Chairman Smrru. Is that what you were talking about when you re- 
ferred to the lack of cross-compliance, Mr. Carber? 

Mr. Carper. That is right. Of course, in complying with the allot- 
ment—what I am thinking of—all I did was reduce my corn acres. I 
just shifted them to another crop and I know that from personal ex- 
perience. 

That is what I am referring to. You drop down in one commodity 
and raise in another. 

Chairman Smirn. So, as a matter of fact, to a large extent the 
good that acreage reserve agreements could have done that year 
was quite largely offset by the fact the same acres went into grain and 
sorghum. 

Mr. Carper. That is right. And the fact that in order to comply 
with the alloment, you could only haveso many acres of corn, and they 
put in other crops. 

Perhaps it was in the 1958 crop year that we had the soil bank 
base that. you had to comply with, Jako didn’t have that in 1956 and 
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195%,is that right? That made it quite a bit different. That is why 
you have a drop in 1958. 

If you notice, you have a drop there, but they had to comply with 
the soil bank base. That was the only sort of cross-compliance. 

Chairman Smirx. So in 1958 you have listed 1,193,042 acres in 
ac reserve agreements. : 

Ard at the same time a drop in the acreage of sorghum, and there 
is where cross-compliance was first used on these acres, is that right ? 

Mr; Srurczon. That is right. In the 1958 program, we instigated 
this soil bank base program, so-called, which the produceer was re- 
quired to reduce not only his corn allotment but his average produc- 
tion of depleting crops, so to speak, of the past 2 years. 

Chairman Smiru. So in effect you got a lot more good out of that 
million acres than you got out of the acres that were in before? 

Mr. Sturcron. Definitely. 

Chairman Smiru. I notice that in 1956 we start out with 1,277,480 
acres in the acreage reserve and we drop clear down to 758,966 acres 
in 1957. 

Was this high acreage in 1956 which was not completely offset 
with other grains due to the fact that there was a drought that year 
and it was put in later or how do you account for that ? 

Mr. Srurcron. I think there were two factors, probably. One, ap- 
proximately half, perhaps not quite half of that acreage was acreage 
of underplanting under the corn soil bank base that was in effect that 

ear. 

, There was the other factor in which the farmer signed up to dispose 
of a corn crop, to complete his requirements with the program, and 
tothe extent that drought was in the picture this was probably due 
to drought. 

Chairman Smiru. Do you think that if drought had not been in 
the picture that 1957 might really have reflected a gain over 1956? 

Mr. Sturceon. It is quite possible. 

Chairman SmirH. And 1958 definitely reflected a gain over 1957 ? 

Mr. Sturceon. That is right, also. 

Chairman Smirn. Starting with 1959, there is no more acreage 
reserve, but it is conservation reserve ? 

Mr. Srurczon. The acreage reserve was discontinued after the 1958 
crop year. 

hairman Smiru. Would you explain for the record the difference 
between acreage reserve and conservation reserve, and what effect it 
hasactually had on reducing acreage of corn ? 

Mr. Srurcron. Yes; I can do that. The Soil Bank Act contained 
the two different programs, the conservation reserve first being a pro- 
gram to take not just a basic commodity out of production, but aimed 
at taking land out of all kinds of crops. 

In other words, it. took basic commodities, other grains, hay, and 
80 forth, out of production. It was a long-range program in which 
the producer signed 7” to retire land from production over a period of 
3 to 10 years, basically, in the beginning, and there have been some 
changes in the provisions of that as to how long these contracts would 
be carried out. 

It had another purpose, of course, of taking this retired land and 
maintaining it in approximately the same fertility state it would 
have been in the beginning over the period of this contract. 
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Since the producer in the conservation reserve was signing up to 
retire all crops from production, his acreage payment rate was cop. 
siderably below what 1t would be for retiring from his highest priced 
commodity, his basic commodity. . 

Basically, that is the way that one ran. The acreage reserve wag q 
—— in which the producer signed up to retire acreage from hig 

asic commodities, and in this State that was practically altogether 
corn, reducing from his allotment of corn to the extent that he cared 
to within certain restrictions that were imposed in the different years, 

For that he, in return, received a rental rate per acre which was 
designed, on the basis of about what his net income could be expected 
to be from that acreage of corn. And it was a 1-year program. 

The producer was required to maintain the soil to keep it from 
washing away or blowing away, and, also, to prevent the spread of 
noxious weeds. 

That is a very brief description of it. 

Chairman Smirn. Let’s take an example. Suppose we have a 160. 
acre farm, and the farmer ordinarily has 80 acres in feed grains, 

Under the acreage reserve program, the acres that he put in the 
acreage reserve had to reduce his 80 feed grain acres, if that was his 
acreage reserve base, is that right ¢ 

Mr. Srurcron. That is true of the 1958 program. I might explain 
that difference on an example. With a 160-acre farm under the 1956 
and 1957 programs, let’s assume that he had a 30-acre corn allotment, 

Well, let’s take the 1957 program because it was slightly different 
in 1956 because of the soil bank base, the corn soil bank base. But 
using the 1957 as an example, he has a corn allotment of 30 acres. He 
signed up to reduce that 30 acres by, say, 15 acres in the acreage re- 
serve. 

He could grow 15 acres of corn and then in this acreage reserve 
program he was not restricted with respect to growing other crops 
on the rest of the land. 

Chairman Surru. He could have grown 15 acres of grain sorghum 
somewhere else ? 

Mr. Strureron. That is right. In 1958 under the same conditions; 
you mentioned an 80-acre base on this farm of depleting crops that he 
had grown in the past years. He would reduce his corn acreage by 15 
acres. 

He could grow 15 acres of corn and he couldn’t exceed the 80-acre 
figure in depleting crops, including his acreage reserve of 15 acres. 
In other words, he would have a maximum of 15 acres of corn and 
15 acres of soil bank acreage reserve, and then the balance of the 80 
would be 50 acres of depleting crops; that would be oats, beans or any 
of that sort of thing. 

Chairman Smrru. Would beans figure in the soil bank base? 

Mr. Srureron. Yes, all grain crops, everything except hay crops, 
so to speak. 

Chairman Smirn. So what it amounted to really was under the 
acreage reserve, under the 1958 program, an acre in the acreage reserve 
meant you were going to have a reduction in grains? 

Mr. Srurcron. That is right. ; 

Chairman Smrrn. But under the 1959 program you could sign up 
that percentage of your farm in the conservation reserve and still not 
reduce production of grains, is that right? 
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Mr. Srurceon. Under certain conditions that might be done, al- 
though it never was. I might explain that. 

Under the conservation reserve program, let’s take the same 160- 
acre farm. One of the first things that is done when he signs up is 
to establish a soil bank base of depleting crops. 

Let’s take that same figure, 80 acres. The farmer could sign up 
apart of that farm in conservation reserve, and let’s say that he signed 
up 40 acres, for nee: Now, basically let’s say that he took that 
at what we called the diversion rate. 

There are two rates in that program. The diversion rate would be 
one in which he diverts crops from the grain production, so to speak. 
It is land that has been in production of depleting crops, and he puts 
in 40 of that 80 acres at this regular rate. 

He could go up to the 80 acres at this regular diversion rate, but 
let’s assume that he put in 40. The things that he has to do in 1959— 
we have no corn allotments, you see. In previous years that would be 
a little different, picture, but in 1959 we had no corn allotment. 

We did have wheat allotments, but unless this man had been grow- 
ing wheat, that wouldn’t be i nvolved. Let’s assume in this case that 
it wasnot. So he is not required to stay within the allotment. 

However, his base would be 80 acres. He would reduce his base 
by 40 acres; that is in the program. 

He then could grow 40 acres of total depleting crops, including corn. 

Chairman Smiru. What would he do with the other 80? 

Mr. Srurcxon. The other 80 of the 160 has been in hay; he would 
keep it in hay. | 

Chairman Smirn. Would he have to keep it in hay? 

Mr. Sturceon. Yes. He could take hay off of it or graze it, but he 
couldn’t grow more than 40 acres of depleting crops. That has been 
true all through on the conservation reserve program. 

In previous years when we had allotments on corn, again assuming 
a 30-acre corn allotment, you see, the man has 40 acres on which he 
ean grow crops. Now, he has a corn allotment of 30; he would have 
been required to stay in that allotment of 30 acres and then he would 
have had the other 10 that could have been another depleting crop. 

Chairman Smiru. He can shift under the conservation reserve to 
more corn and less oats, and there is no requirement 

Mr. Sturcron. He can as long as there are not any allotments in 
effect. 

Chairman Samir. So actually what you have is under the conser- 
vation reserve in 1959, you don’t get—by looking at the acreage pic- 
ture alone—you don’t get the same results as by looking at acreage in 
1958 ? 

Mr. Srurcron. That would be true to the extent that, of course, the 
acreage reserve was concerned strictly with corn in this State. 

Chairman Smrru. An acre there was an acre reduced in the pro- 
duction of corn ? 

Mr. Srurcron. Yes. I might expand a little further. The conser- 
vation reserve—I would say this—is chiefly now some 75 to 80 per- 
cent—I wouldn’t. want to be held exactly on those figures because I 
don’t have them with me, but it is approximately 75 percent of the land 
signed up in the conservation reserve; that comes out of whole farms. 

In other words, the entire eligible cropland on the farm is in the 
program and therefore he is not shifting. 
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Chairman Smrru. To the extent there is a whole farm, there jg py 
shift there ? 

Mr. Strurcron. Yes; so the bulk of your land is in that category 
I don’t think I completely explained to you a while ago in regan jy 
this second rate in conservation reserve. 

I said that up to the base figure he could go at the diversion rate 
Now, if he wished to place land in the program at the diversion anq 
the nondiversion rate, he had that alternative, within certain restric. 
tions. 

Say he could put the 40 acres in at the diversion rate for the farm 
then he could put some of this hay land that we were talking about, 
that he could only take hay or pasture, in at a rate which would be 
in 1959, one-half of the diversion rate. 

Chairman Smiru. He could have some conservation reserve anf 
acreage reserve at the same time ? 

Mr. Sturcron. No, it wouldn’t be conservation and acreage pr. 
serve. It would be two different rates in conservation reserve. In one 
case he is reducing acreage from the depleting crops at a certain rate, 
In the other Sets is reducing hayland, taking it out of production 
from either grazing or cutting a crop of hay, and he takes the half 
rate for that. 

Chairman Smiru. I don’t see any figures here on the number of 
acres for 1959 that were under agreements. Do you have that for 
Towa ? 

Mr. Srurcron. You mean under contracts for conservation reserve! 

Chairman Smiru. Yes. 

Mr. Sturcron. Weshould have it there. Isn’t that in there? 

Mr. Scuweske. That is in exhibit E. 

Chairman Smrrx. So how many acres do you have in the conserva- 
tion reserve total in 1959 ? 

Mr. Srurcron. There is a cumulative acreage there, including all 
signup for all those years, of 492,556 acres. 

Chairman Smirx. That was actually out of production this year! 

Mr. Sturceon. That is right. 

Chairman Smiru. That 1s a considerable drop from that—what is 
that figure, 1,492,000? 

Mr. Strurcron. Yes, sir. 

Chairman Smit. How do you account for the big drop from what 
we had before ? 

Mr. Sturcron. Well, let me again explain the difference in the pro- 
gram, Mr. Smith. The million acres that we were discussing pre 
viously here were in acreage reserve, which was discontinued in 1959. 

As I said previously, it was concerned with the reduction of the pre- 
duction of a basic commodity. The man could sign up only acres that 
would be in corn, for example. In this he is going to reduce other 
crops as well as corn under the program. 

This conservation reserve program, you can see the history in acre 
age here, and you can see it pretty quickly on this same chart. In 
1956 the signup in conservation reserve came late in the year with 
people who had certified that they had idled this land throughout the 
year and were able to sign the contract after they were available, and 
there was only some 2,000 acres signed up that year. 
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In 1957 this is cumulative again, including this previous acreage ; 
50,715 acres were in the program in 1957. This is in addition to the 
million or so acres that were in acreage reserve each of those years. 

Then in 1958 the additional acreage signed up in the conservation 
reserve brought it to 72,580, and then the signup in 1959 brought the 
total for all these years that was under contract to 492,000. 

Chairman SmirH. Do you have any estimate—I realize it is an 
opinion—but do you have any opinion as to how much of this 492,556 
acres would have been planted to grain had it not been in the conserva- 
tion reserve ¢ 

Mr. Sturcron. That would be a pure guess. You would have to 
base an estimate of that kind on the average production of grains on 
that same type farms that were not in the program. Clarence, you 
might be able to make an estimate of that kind better than I would. 

Mr. Scuweske. Sixty percent would be a fair guess. That is purely 
a guess. 

Ar. Naveuton. Well, it wouldn’t be likely, would it, that the best 
land on the farm would be put into the conservation reserve ¢ 

Mr. Sturcron. May I take that one again? 

Mr. Navenron. Yes. 

Mr. Sturcron. Again I would like to emphasize that 75 percent or 
more of these farms are whole farms, so we have all of the cropland 
out of production on that many of them. 

The fact of the matter is that over 80 percent of the land under con- 
servation reserve is on whole farms because of the fact that when you 
have a whole farm the acreage is greater under the contract, and so 
the percentage of land on whole farms in which we take all of the land 
that is capable of producing crops, that they are allowed to grow 
crops on. 

Mr. Naventon. Do you have any idea what the people are doing 
now who used to farm these whole farms that have been put into the 
acreage, conservation reserve ? 

Mr. Strurcron. You mean their occupation now ? 

Mr. Naueuron. Yes. 

Mr. Srurcron. Well, again there are many things these people 
are doing. Many of them have off-farm jobs, I would think. I know 
some do. Some of them are retired. They are older folks that have 
retired right on the farm and are just maybe keeping a little livestock 
on the permanent pasture, that sort of thing. 

Some of them may be farming other land somewhere else than this 
farm. They may have just reduced their farming operations on a 
given farm where they have a part farm in the program. There would 
be any number of things that these people would be doing. 

Again quite a number of these people that signed up were in the age 
bracket where they were ready to take things easier and are doing just 
that, and some of them are employed elsewhere. 

Chairman Samira. Do you think these 300,000 acres taken out of 
production were less productive than average ? 

Mr. Srureron. That I would like to go into just a little bit as to the 
history of the thing, to explain my thinking on that. 

In the first 3 years of the program, our rates were very low on 
conservation reserve. The Iowa average rate of rental was $12 per 
acre. The rates then on some of our lowest land was $10 an acre, and 
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the highest would be $13 an acre rental rate for the land signed y 
through 1958. P 

In 1959 the rental rate on conservation reserve was made more at- 
tractive nationally so that the Iowa rate then became $19 average 
the land that was signed up early in the program was signed in the 
southern and western part of the State pretty extensively, and to 
lesser degree in the other parts of the State. 

We did have less than average productive land for the State agg 
whole, and in these counties where this land was signed up, it is like} 
that that land wouldn’t quite come up to the average productivity 
for the counties in which it was signed, under those 3 years. ’ 

However, when we analyze our figures for 1959, the rates were such 
that we believe we got some near average productive land in this 
program. 

Mr. Smith, you were with us on a tour recently in which we gay 
some of this land. Again it is pretty hard to say, but based on ou 
rates and analysis of those, it appears that this land signed in the 
conservation reserve should be about 90 to 95 percent, somewhere in 
there. 

That is a rough figure of the productivity of the average land in 
the State. Itcertainly is getting up very close to it. 

Chairman SmirH. Ninety to ninety-five percent of average? 

Mr. Sturcron. Yes; that is a guess. 

Chairman Smirx. How many acres were offered? How many acres 
could you have taken under these contracts that were offered: by 
farmers in 1959? * 

Mr. Srurceon. I don’t have that figure with me, but roughly 


speaking, the total acreage there would have been about 700,000 acres. 


offered. 

Chairman Smirn. Then if we use the 60-percent figure, do you think 
it would be still about 60 percent of that that would have been taken 
out of grain ? 

Would that be right? Would the same percentage apply to that! 

Mr. Scuwepske. I believe that is a fair statement. 

Chairman Smirn. So if we had had the total amount offered under 
contract, we would have reduced grain production perhaps 420,00 
acres? That would be your estimate, would it? 

Mr. Carper. Could I make a comment, please? One of the things 
that hinders more ground being offered, I think, is the fact that sufi- 
cient funds aren’t available. The farmer has no knowledge he is going 
to be able to receive a contract until such time as it is not attractive 
for him. 

I think we ought to consider that. 

Mr. Srurcron. I might comment a little further on that, and ex- 
plain. In the signup period in 1959 and this year also, that started 
approximately the 1st of September, in that neighborhood. 

These producers were allowed to offer this land for contract at 4 
specified rate. They offered this land, but they were given no assir- 
ance they could have a contract until such time as we knew whether 
the land was eligible, or that the funds were available to take them. 

In 1959 we had, as you heard there, applications for some 700,00 
acres. Some of those people were discouraged and bowed out before 
they had an opportunity to sign a contract. Most of those people 
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that wanted in, if they had been able to wait long enough to make 
plans for the next year, could possibly have gotten 1n in Iowa because 
our funds did cover finally everybody that wanted in. 

Chairman SmirH. Do you have an estimate as to how many farms 
you could get in if you were able to arrange this so you could get 
everybody in that would be available at that average rate ¢ 

Mr. Srorcron. You are speaking of the current rates for conserva- 
tion reserve of $19? wnat 

Chairman Smriru. Yes. You indicate that you could get more than 
had been offered ? : 

Mr. Srurcron. Well, in the 1960 program there has been a signup 
in that just recently, of course. That is an offering setup and there 
aren't sufficient funds to accept all the people that want in. I don’t 
believe there will be a sufficient fund by people backing out. 

Chairman Smiru. If there were sufficient funds how many do you 
think you could get in? How many acres do you think you could 
get in? 

Mr. Sturcron. It would probably take over a period of years; that 
would be a pure guess. I wouldn’t care to venture a guess on that 
at this time without studying it a little, but I am convinced that you 
couldsign up considerably more acreage than is now in. 

Chairman Surru. Well, if we had taken every farmer in that want- 
ed in the conservation reserve, then we would have reduced in 1959 the 
grain acreage production by 420,000 acres, according to your figures? 

Mr. Stpreron. That would be approximately true. I would like 
to qualify that a little and say that of this 700,000 acres that were of- 
fered, there would have been some slippage in that by people when 
they were offered a contract, even early in the season, who would have 
backed out so we wouldn’t have gotten that complete signup. 

Chairman Smiru. But even so, the acreage of corn alone increased 
2 million acres, so if everybody had been taken in that wanted to be, 
that still wouldn’t in any way near have solved the problem, would it? 

Mr. Srurcron. Well, that certainly would appear to be true. 

Chairman Smirn. And when we needed a reduction in acreage, 
we got a 2 million increase, and if we had taken everybody in that 
would offer the land, we still would have had an increase? 

Mr. Srurcron. The number of people that did offer their land 
under the program that year, that is true. 

I might comment just a little more on that. The acreage reserve 
was, as we have been discussing here, discontinued in 1959. I have 
no doubt that with a continuance of the acreage reserve along with 
this program, we could have signed our million acres as we had in 
the past in that program, as well. 

I think these other gentlemen would agree on that. 

Chairman Smrru. Under the acreage reserve program, if that had 
been continued with sufficient funds, you think you could actually 
have reduced corn acreage, do you? 

Mr. Srurcron. Quite likely we could have. Yes, I am sure we 
could have. ; 

Chairman Smirn. At least you think it could have been held 
fairly even ? : 

Mr. Srurcron. We certainly could have kept it from going up 
and I am positive it could have gone down. 
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Chairman Smirn. Well, in looking forward to next year, ag fap 
as the storage problem is concerned, I just don’t see any possibilit 
of the conservation reserve program beginning to solve any of the 
storage nanan do you? 

Mr. Srurepon, Well, it is too small to have much of a big effec 
on the thing. It is effective to a certain degree, of course, to the extent 
that we have acreage signed up, but as far as the massive acreage 
in production there, it wouldn’t make a very big dent in it. 

Chairman Sairu. I notice also that the number of acres nation. 
ally in the conservation reserve is about 30 million, but here we haye 
less than 1 million, and we are producing, according to your figures, 
one-third of the total surplus corn. 

Many of these acres, or the vast majority of them, must be in areas 
where the production per acre is considerably less than here, 

Mr. Srurcron. In other States you are speaking of? 

Chairman Sairn. That is right. 

Mr. Srurcron. Well, the high signup in the conservation reserve 
through the early years, and even probably last year, more than here 
although we did make a tremendous signup last year for this State, 
considering the kind of land we have. : 

Again I would like to say that the acreage reserve was the bopeiee 
program here because of the fact that we have high-priced land, and 
it is a 1-year program which the farmers like, and in the year of 1958 
we had achieved a setup on which it actually got right down to 
brass tacks. 

The conservation reserve program is less attractive to this State 
because of the high-priced land there and the rates being what they 
are. The rates are pretty good, from or in 1959 and 1960. 

As you can see, we have attracted considerable numbers of farms. 
We have such farms as $400-an-acre land, and that sort of thing, signed 
in this program. 

There are many reasons why people sign. Some of them, as I 
mentioned earlier, do so because of their age. They want to retire or 
take it easier, and so on. There are various reasons. 

Some of them may have a unit that is too small to be efficient and 
there are many ideas on that, but generally speaking, and 80 to 120 
and so on is not an efficient unit, and some of them sign up. 

Over a period of years, if this program could be expanded fast 
enough, it could very well take care of the problem. Whether the 
present rates would do it, that is another question. 

Chairman Sairu. As to this 60 percent figure you gave, that was 
for all grains. What percentage of this land do you think would 
have been in corn? 

Mr. Scuweske. That would be another pure guess. Upwards from 
one-half to 60 percent of the original 60 percent. 

Chairman Smiru. So a maximum of, say, 35 percent, is that right? 

Mr. Scuweske. Again that is a guess. 

Chairman Smitu. So that would begin in the neighborhood of, well, 
let’s say 175,000 acres of cornland that was taken out of production 
by this program ? 

What I am getting at is that we had an increase of 2 million acres, 
and to have done this job through the conservation reserve program, 
you would have had to have about 25 times as much land in the 


care 


um 
' I 

tor 
take 
enti 
tion 
iner 


we | 


is AC 


oC 


= 


5 
al wane 


m 
— ee 


me 
ity 
the 
fect 
ent 


on- 
ave 


ate 
ley 


ns. 
ed 


wT 
nd 
20 
ast 
ras 
ld 
om 
it? 


ll, 
on 


eS, 
m, 
he 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 885 


p m in order just to take care of the increase alone, wthout getting 
any reduction. : 

So actually the conservation reserve program, so far as solving this 
sto problem, is just a drop in the bucket. That is what it amounts 
to,isn'tthatabout right? ' 

Mr. STURGEON. Well, obviously from the figures you have there, it 
couldn’t solve the problem at the present extent. ; 

Chairman Smiru. It would have to be increased 25 times just to take 
care of the increase in production this year? 

Mr. Srorczon. Well, I think maybe when you put it that way, this 
jump in acreage this last year was certainly an abnormal situation. 

I mean we may get it on through, as far as that. goes, but you have 
to reduce that corn and I think you would have to take into account 
too that some of that acreage that was increased in corn would be 
taken out of other grain crops so that you can’t attribute the whole 
entire 2 million acres increase as an increase in feed grain produc- 
tion, acres of feed grain production. We didn’t have that much 
increase, actually. 

Mr. Carser. I think you have a good point. The 2 million acres 
we are talking about is an increase in corn. We are not taking into 
consideration the drop in other commodities. The total acreage here 
isnot 2 million acres. 

Chairman Smiru. Two million increase ? 

Mr. Carser. That is not total. That is just in corn. 

Chairman Smiru. In corn alone? 

Mr. Carper. There has been a drop in other crops that has taken 
up some of that 2 million acres. 

Chairman SmirH. Well, as I see it, there has only been a drop of 
maybe 150,000 acres. 

Mr. Carser. Of course, this acreage that we had in acreage reserve 
is in that. 

Chairman Smiru. I have counted that. 

Mr. Carser. That would have been corn the previous year, had it 
not been in acreage reserve. So we are speaking of 2 million acres 
more corn, but we haven’t got 2 million acres more into feed grain. 

Chairman Smiru. Well, you mean you have 1,850,000 acres instead 
of 2 million. 

Mr. Carper. Of course, that acreage reserve would have been in 
corn had it not been in acreage reserve before too, so that again is part 
of the whole fabric. 

Mr. Srurczon. To be fair about that, we would have to compare 
the acreage of corn and other feed grains grown say in a year previ- 
ous to the soil bank here to kind of get an idea. 

In other words, we had 1 million acres of corn-plus in some previous 
years before this soil bank came into effect, and again that doesn’t 
mean that we don’t need to reduce this acreage because our produc- 
tivity is going up all the time, and so forth. 

Chairman Smiru. We have the figures here. Of course, the total 
tonnage, as you know, is up, even in addition to the acreage. 

Mr. Srurcron. Surely. | 

Chairman Smirn. But working on it from an acreage basis, if 
there are 30 million acres nationally in the conservation reserve, and 
we me have a half million of it, it would take nationally a couple 
of hundred million acres in order to get the job done. 
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I mean we hear a lot of figures and a lot of statements to the effec 
that we can solve our storage problems and everything else by Just in- 
creasing the conservation reserve a few million acres, but it appears 
that if it is going to be done that way alone, it is going to have to be 
a tremendous expansion. 

Mr. Sturcron. It would have to be considerable expansion, that jg 
true. 

Chairman Smrrx. So in conclusion, as far as I am concerned op 
that—see if this is a fair statement—we can’t expect any relief on this 
storage problem next year from the conservation reserve program that 
we have in effect. 

Mr. Srurcron. I would say the relief would be very little on the 
basis of the acreage now under contract. 

Mr. McKinney. Before you drop that subject, speaking on this 
point of relief, I think we better try to think of other points of relief 
on the same subject. I originated something this morning, and I an 
sure it should be effective. 

Chairman Smirxu. We will have time for other witnesses later, if 
you will just stick around. We are trying to get the technical prob. 
lems first. 

Mr. Lancen. Well, if I may just follow this course of discussion for 
a moment in order to clarify my own interpretation here, in looking at 
the exhibits as we have them before us, my figures seem to indicate that 
the reductions in oats, barley, sorghums, that came about in 1959, and 
the figure that I am lacking is soybeans. ; 

Was there a reduction in soybeans? 

Mr. Strurceon. I will refer that to Clarence, please. 

Mr. Scuweske. We don’t have figures on that on this table, but 
there was a reduction in soybean acreage in 1959. 

I am not in position right now to make a guess as to what that redue- 
tion might be. 

Mr. Lancen. The only reason I asked was this: That while there 
were 2 million, or a million acres increased in corn, there seems to have 
been a reduction of 768,000 acres in oats, barley, grain sorghums. | 
am right to that point ? 

To that figure should be added whatever reduction there was in 
soybeans. 

Mr. Sturcron. That is right, and we could furnish that figure, and 
we will doso. 

Mr. Lancen. I ask it merely to clarify that whole scene of these 
crops. I shall want to explore one other field just a minute, and that 
would be with regard to wheat. 

I do so in order to clarify my own thinking because it seems to 
be somewhat different from the experience that we are having in my 
State. 

With wheat, we have allotments, together with marketing quotas, 
and I notice the percentage of compliance, first of all. The compli- 
ance has dropped, I notice, from 87 percent in 1954 to 54 percent in 
1959. 

I find it a little different from the situation that we have in Minne- 
sota, in that the percentage of compliance is down to 54 percent. 

Is there an explanation for that ? 

Mr. Scuwesker. Yes. That 54 percent compliance represents the 
15-acre growers, who have no allotment or small allotments less than 
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15, and if they overplant their allotments they are considered out of 
compliance. They still have compliance with the 15-acre rule, but 
they are in that 46 percent of noncomplying farms so it is due to the 
15-acre rule. J 

Mr. Lancen. In other words, the 47 percent that are out of compli- 
ance would be what we refer to as the 15-acre wheat farmers, is that 
right ! ae tals 3 

fr. Scuweske. That is right. 

Mr. Lancen. Do we have—I got these figures for Minnesota a while 
ago—do you have knowledge of the volume of acres that may be in- 
volved in those 15-acre farms? 

Mr. Scuweske. I am thinking now of 1958, the figures for 1959 

. Vv e . . 
aren't in as yet. They were approximately—I was thinking of the 
number of new growers without allotment—it is between four and 
five thousand I would say, new growers in 1958, without allotment. 

In other words, they raised somewhere between 1 and 15 acres, 

Mr. Guenn. We have seen the same thing happen as you are think- 
ing about. A great number of people become interested, compara- 
tively, from the standpoint of the total wheat interests in Iowa. 
Four or five thousand is a lot in Iowa. 

Mr. Scuweske. I would like to correct that statement. It is be- 
tween three and four. 

Mr. Guenn. I was thinking it was around three, but we can fur- 
nish you that figure, and will do so. 

Mr. Lancen. I would like to have those figures, if I may. 

(The information is as follows:) 

Total acres planted to soybeans in each year and the number of new wheat- 
growers without allotment in 1958 together with the acreage grown 
SOYBEANS 


[In thousands] 


Acres 

Year: planted 
A i i si et et Peach ee ee ee ee 12,091 
at 12, 229 

a asin cdsin eel ab bese ed aienbh ancien lab compe cash eee 12,481 
Io ee Gee eee ee Se a dae es ot Oy fee ee 12,813 

re Oe hte ie 60 hk oe ih ee Se te eh ee eS 13, 089 
iki ai gl SOA es th ditt ae Pe ee re hes se) *2: 378 

1958 NEW WHEATGROWERS WITHOUT ALLOTMENT 

Number of new growers without allotment____-___._.....__ 2, 667 
rreerenranrerepiee 2.5 eS Fo ee eo OE iit _.. 28,992 


1Source: Annual farm census. 

? Preliminary. 

_ Mr. Laneen. In your estimation, that accounts for the reduction 
in the compliance, too. There weren’t as many of them in 1954. 

Mr. Scuweske. Very definitely, because under the market quota and 
allotment quota on wheat, if they were not in compliance, either with 
the 15-acre rule or allotment, they would be in violation; that is, in 
excess of the quotas, and we have very few. 

In fact, we have less than a dozen excess cases on the marketing quota 


as a whole, so it follows, then, that they stayed within their allotment, 
or within the 15 acres. 


64140—61—-pt. 3——_7 
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Mr. Lancen. May I clarify that statement a little? If we were 
to say that of the wheat farms that have allotments in excess of 15 
acres, that the compliance there 

Mr. Scuweske. Is virtually 100 percent. 

Mr. Lancen. Very good. ‘Getting back to the soil bank for just 
a moment, I should w ant to explore ‘that. I note that you have sub. 
stantial percentages of participation there that are entire farms? 

Mr. Sturceon. That is right. 

Mr. Lancen. Have you experienced any degree of complaints from 
the local communities in which the heaviest participation or the heay- 
lest signup may have been the signing up entire farms? 

Mr. Srurcreon. You mean the effect it has on the community itself? 

Mr. Lancen. On the community itself. 

Mr. Strurcron. The economic effect that it might have in the local 
community / 

Mr. LANGEN. Yes. 

Mr. Srurcron. None of that has come to my knowledge. T don’t 
think we have had any of that. 

Have any of you gentlemen heard anything about it? ~The heaviest 
signup, percentagewise, I think would probably be—as a county as 
a whole—Guthrie, with some 280 farms, approximately, signed up. 

Even in that county there has been no such feeling that I have 
heard. 

Mr. LanGcen. Do you have any counties or even townships that are 
now limited in participation because of the new 25 percent qualifiea- 
tion ? 

Mr. Strurceon. I will refer that to Mr. Schwebke. He is handling 
the program this year. 

Mr. Scuweske. Out of our 1,600-some odd townships, that 25 per- 
cent limitation came up in only 2 townships out of the 1,600, and they 
were in the western part of the State. 

Mr. Lancen. That would seem to indicate that the compliance, or 
the desire to comply on the whole farm basis is applicable statewide, 
to a degree. It isn’t concentrated in areas too much ¢ 

Mr. Srurcron. In regard to the compliance, the percent compliance, 
I would say that in 1959 program, and the 1960 program as well, 
that it is pretty well spread over the entire State. 

There are variations between counties, but the desire to comply 
probably would be pretty uniform over the State. There may be some 
differences in perhaps the manner in which the program was presented 
to the farmers, the amount of publicity that was given and that sort 
of thing. 

In the county I mentioned, Guthrie, we have a very conservation- 
minded-type management there in that county, and those people have 
done a lot on conservation. 

This program tends to lend itself to some good work along that 
line, and so on. We have some varying, but it is pretty well spread 
over the State now. 

Mr. Lancen. Do vou have any knowledge of the percentage of these 
whole farms that have gone into the conservation reserve, how many 
of them mav have had cori allotments, while corn allotments were 
still in effect ? 





Mr. STURGEON. Well, | weaned epy the? CC epripn would be practically 


100 percent of these farms that had corn allotments. 
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Mr. LANGEN. So there were actual instances in which farms that 
were engaged i in = produc tion of corn have now gone into this? 

Mr. Srurcron. I don’t know if you would be safe in saying 100 per- 
cent was, but it would be so near 100 percent that you wouldn’ t want 
toquibble about it. Allof them had corn allotments. 

Mr. Lancen. I think that is all. 

Chairman Smrru. Do you consider soybeans as a part of the feed 
gre ain progr: am ¢ f 

Mr. Sturceon. Well, generally speaking, I don’t believe we would 
call them strictly feed grain. Maybe some of the other folks would 
rather comment on that. 

Mr. Scuweske. Well, perhaps that is the reason that has been omit- 
ted from this table. This table seems to be restricted entirely to feed 
grains and soybeans, being an oil crop, were not included. 

Chairman Smiru. You don't have any soybean problem now, rela- 
tively speaking, as I understand it, as far as storage or anything else. 

Mr. ScuwesKe. I will refer that to Mr. Brightwe a 

Chairman Smiru. Will you briefly state what your situation is on 
sovbeans. as far as storage is concerned / 

Mr. Brigurweti. There has been no problem as far as CCC storage 
is concerned. There are a number of soybeans stored in elevators 
which belong to Commodity Corporation, and that amount has in- 
creased rather substanti: ally in the last 2 vears. 

Chairman Smiru. But your estimates are that disappearances will 
be greater than supply—I mean the demand for disappearances will 
be greater than supply this year; is that essentially correct? Are you 
expecting to take over many soybeans next fall 4 

Mr. BrieutweLi. No; primarily because there is a smaller amount 
of soybeans being placed under pr ice support this year than in prev 1- 
ous years, very much smaller. 

Mr. Carper. Mr. Chairman, I would like to comment that the 
acreage planted in soybeans was considerably less this year, although 
we don't have the figure. But when we find it, it will be less. 

Of course, we can go back to the allotment program without cross- 
compliance. Many farmers this year went from soybeans back to 
corn. That is an important thing, I think, in this consideration. 

Mr. Lancen. May I follow this along’ ‘To what degree do you ex- 
pect to have to take over oats, barley, and sorghums as compared to 
last year or 2 years ago, up or down 4 

Mr. Woon. T wouldn’t think there would be a great amount of differ- 
ence in those three commodities over last year. 

Mr. Lancen. There would or wouldn't be? 

Mr. Woop. I don’t believe there would be hardly any difference. 
Those are rather minor commodities, as far as that is concerned. 

Mr. Carser. There again we have never taken over many oats, 
barley or things like that, have we, Paul? The history of takeover 
on oats and bar ley has never been significant. 

Mr. Woop. Never has been large, no. 

Mr. Carper. That is right. 


Chairman Smirn. I might read in here for the record too the na- 
tional total production of feed grain since 1950. It is from the Novem- 
r “Agriculture Department 1960 Feed Situation Outlook” issue. 
In 1950, a total production of 121.8 million tons; 1951, 113.1 million 
tons; 1952, 119.7 million tons; 1953, 117.5 million tons: 1954, 123.9 


million tons; 1955, 130.9 million tons; 1956, 130.2 million tons: 1957, 
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142.9 million tons; 1958, 157.7 million tons; and 1959, 167.1 million 
tons. That was the national figure. 

Mr. Carper. May I comment on that. That does not necessarily 
indicate an increase in acreage produced, though. This is volume 
and that is due to increased productivity and favorable weather cop. 
ditions and so forth, not necessarily acreage. 

Chairman Smita. Of course, there was an increase in acreage of 
almost 20 percent though, of corn. 

Mr. Carper. We are talking of overall grains and you were talking 
overall feed grains. 

Chairman Sarr. Total tonnage production. In that connection 
too it certainly is a yield and acreage problem. You have furnished 
us—which you didn’t have yesterday—for Iowa, the yields per acre 
from 1954 through 1958, which I will read into the record at this point, 
for corn. 


Bushels 

per acre 
ii seeks amen igh gnome isaac ae Soe 53.9 
FOO oceanic e ee eee ent ema ane ma we aainmme cma aioe 48. 4 
BO Shin ie doo eee abakewadcdne eee 52.8 
lite ln iin tae ~ meinen ma einem eins emininmneee chime sienna 62.1 
Plein aisles cnn ences cen ieee de anh Slag ene ged a iaanositiciiin ana oii cncanianlng tein a 66.0 


Do you have the estimate on 1959 ? 

Mr. Scuwepske. It is something under 65 bushels, 64 and a fraction, 
I believe. 

Chairman Sarr. Slightly down from last year. 

Mr. ScHwepske. Yes, sir. 

Mr. Navuecuron. I wonder if we could have for the record, in order 
that we can see the distribution in the State, of the participation in 
the conservation reserve program, a list of the number of acres and 
farms in each county ¢ 

Would that be too difficult to prepare ? 

Mr. Scuweske. A cumulative figure? 

Mr. Naventon. Could you provide for the record a division of that 
by county in Iowa? 

Mr. Scuweske. Yes, as to the number of counties and number of 
acres ? 

Mr. Naveuron. Yes. 

Mr. ScowesKe. We can furnish that; yes. 

Mr. Naveutron. Have you made any productivity studies, actual 

roductivity studies of the land in the conservation reserve program! 
Do you know the history of productivity of this land that you are 
paying to take out of production ? 

Mr. Srorceon. I might comment on that to this extent. These rates 
were set for 1959 and 1960 on the basis of the productivity of that farm 
itself. 

For example, we have a $19 State rate and the counties, on the basis 
of history of productivity of the land in the various counties, estab- 
lished a rate for each county. Those rates ranged from $15 in our 
lowest county’s average for the county, to $24 in our highest county. 

The county committee had the responsibility of establishing rates 
for individual farms. They enlisted the aid of township committee: 
men in setting these rates, indexes and rates for this land, and this was 
from the personal knowledge and from the information in regard to 
productivity available to them. These rates were set on that basis. 
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If you could consider that a study which probably is a fairly accu- 
rate measuring stick of the actual productivity of a given farm i noe 
county with respect to the average of that county and between count ‘os 
forthe State. That kind of thing was done. 7 

a far as going - _ Yen since they have been signed up and 
making an actual study of the productivity of tl ' : 

. 1at land, w en’ 
done that. J » we haven't 

Mr. NAUGHTON. I wonder if you would include in the table the 
ee Yous for each county so we will have that 

Carper. You are referring to the $15 : ' 
- > 5 dD to $24 rs 9 

Mr. NaveuTon. Yes. ; p24 range! 

Mr. Carper. Yes. 

(This information is as follows:) 


— 











Count ans N | 1969 basic | | Nutr 
ounty yer of | Number rental || } . eseaene 1959 basic 
con- of acres | rate per County | ber of | Number | rental 
| tracts | acre } ,con- of acres | rate per 
— VB be andl | | tracts | acre 
_ — = 10, 580 0 | $17.00 || Keokuk......--._- 53 | 3.9 oes 
a aa . 261 ‘ | 17. 50 Kossuth............ a ee 0. 4 | $18. 50 
Allamakee........---| os 6. 589. : - an } AOSSULII. ~~~... 22 1, 642.9 
Appanoose a 5, 589. 3 17.20 lt kee... 16} 643.4 19. 50 
Aniubon mtiere 144 4, 090. 5 SE I i cctreneaniis a 643. 4 16. 50 
—...... eee | oe Seereerownresenl) | Abd ang 20. 00 
Black Hawk 2 eee | an) 4 219 o | 21.50 || Lucas..........-.-- | 133 | - “3 20. 50 
fei ois... = 2, 287.0 20.00 || Lyon..__.------.-_- 33 | 8, 798. 6 15. 00 
— . ad | ars ant dees ee oars 17. 00 
asia 24 1,692.3 18.00 || Mahaska...._..... 05 | 7,879.0 17.50 
poet ee ok. 58 3, 999.3 | 18. 00 Marion. _.. ee “ 1, 564. -; 20. 00 
—— 5 | 5,041.9 | 20.00 || Marshall.....___- 44 oe 17. 50 
Cihcat__.......... 35 | 2,780.0 | LaLa... 44 | 2,141.3 22. 00 
Carroll......-.....- o | Suet 19.50 || Mitchell...........-| 50 | 4,768.8 | 18.50 
Cass 4 7 | 2,679. 4 19.50 || Monona__.--------- | ti 3, 2. 4 18. 00 
Cedar... a 15, 431.4 18.50 |} Monroe___--------__| 94 , +3 7.00 
Cerro Gordo - 46 | 2, 355. 6 24.00 || Montgomery ______- 42 v 15. 50 
Cherokee.......__- 46 | 4,049.2 19.00 || Muscatine _- faye aa Pal 18. 50 
/heroKee. . .-..----- 41 | 3,507.8 | ‘ eer. 24 La 20. 5 
Chickasaw 3] ose, | 20.00 |} O’Brien_......... 12 é 20. 50 
a... =) Sec 15.50 || Osceola..........___| : 041.6 20. 00 
Clay..... rusteee is. | no | phen 15.00 || Page Ree as 84 as 18. 00 
ea | 118 8,135.0 | 20. 00 Palo Alto......- | 43 4.9 | 18. 50 
— | | 8,116.1 | 18.00 || Plymouth Pe = | 360.4 | 19. 00 
Crawford....... — 42) 2,897.8 | 93.00 || Pocahontas... o= 88 8 17.50 
nissan 157 | 18. 798.7 F a NUAS.-------- 14 6 9 5 
Dallas. .... ro ar agin gh 18.00 || Polk......_..--- 66 19. 50 
Ts es 89 3, S12. ° 19.00 || East Pottawatta- 71 3 20. 00 
Decatur............ | iiss 15.50 || _ mie......... | oi seme 
Delaware......-___. 62 11, 153. 8 | 15.00 || West Pottawatta- | “i 2, 680. 72 18. 50 
Des Moines......._. 3 | 4,581.52 18. 50 mie Let Ee 65 4. 987.7 
Dickinson. .-------- | 13) 734.5 | 20.50 || Powesheik.-—-—-—-— 65 | 4,887.7 18. 00 
Dubuque...--.-__ 1) 205.5 | 18.00 || Ringgold._________- on] gaan 8 20. 50 
—— 51 | 4,843.8 | 19.00 || Sac._..._- ate ‘ 8, 793. 5 15. 00 
Fayette ae as 9 629.5 | 19. 50 ee ese . 48 | 3,853.8 20. 50 
nara 83 | 6,723.7 | 17.50 || Shelby + 11 | 1,090.8 22. 50 
Franklin... 36 | 2,357.7 | 400 | Sine S| 7,801.9 19. 00 
Fremont............ 26) 2,521.8 | 90.50 || Storv............. 29 | 2,434.5 | 18. 00 
— 64 | 5, 241.0 18.50 || Tana............... 30 1, 949. 25 21. 50 
Grundy............. : } 478. 8 20. 00 | Tavlor. oT ae owes | — 3, $21.6 21. 50 
Guthrie... 2s | ., at 9 2 00 || Union............. oa 1, S00. 2 16. 00 
MIG. a ee = n> BF , JTMON .. . ..----------| 5g a7 2 , 
Hamilton... __ "9 19, 057.5 | 18.00 |} Van Buren____..__- 59 " ory - 16. 00 
Hancock. 552.0 | 20.00 || Wapello oY | 4,119.6 16. 50 
—— = | 3, 241.51 19.00 || Warren....._- cot = ae 5 17. 50 
ween nanan nn 5 5 en | , ih... ------ === =~ 86 5, 067 - 
Harrison. tb asiiteniee 192 ‘a’ a = 20. 50 Washington_______. 24 | 1 =. Vi . 00 
Tc. on | a" ths “8 18.00 || Wayne__-_---- 130 | 11090. a 20. 50 
Howard........__. 31 1, 790.9 20.00 || Webster. .____. 24 = 9 15. 00 
Humboldt... 1 eo 6 15.00 || Winnebago | ol on. 4 19. 50 
pabbows ( ,188.5 | 20.5 a es -| 22 756. 5 9.5 
— | 67 | 7,368.1 | eee li wee |) ee 17.60 
—— 93 | 7,824.9 | 21.00 || Worth Fy-sarn anaes 306 | 28, 086.8 17.00 
ee 6 | 4, 269. 4 19. 00 || Wright...........- 19 | 1,293.8 18.00 
Jefferson... = | 6,892.8 | meen. Tet at Th 13 | 1,111.6 19. 50 
OO 3, 650. 5 17.00 | . ne ee cee ee 
— 60| 5360.3 | 21.50 || Total...-.---] 6,154 |492, 555. 67 |.....---.- 
sonneeeee 49| 3,801.5 | 21.00 || ate ¢ rage.|.-.----.|------. ...| 19.00 














892 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Navenutron. The productivity rate for each farm is assessed py 
the local ASC official, but you do not take it down below the individual 
farms; do you? 

In other words, a rate is set for a payment for a particular farm 
Do you then pay the same rate on whatever acres are put into the 
conservation reserve ? 

Mr. Strurcron. No; we do not. There is a provision in the pro- 
cedure by which the county committee, after this land has been jp. 
spected for eligibility and productivity—the “reporter” we call them— 
the inspector that goes out to the farm measures the land, looks jt 
over for productivity and eligibility and he makes his recommenda. 
tions to the county committee. 

If it appears that the land offered where a part farm is being—of 
course, where a whole farm is being offered, the rate is the rate at 
which it was offered, or the farm rate as the case may be—bnt if it isq 
part farm this land is appraised by the person who visits the farm and 
by the county committee, if necessary, too. 

If they don’t feel they have enough information, can investigate 
further but they made a determination, whether this is average land 
for the farm or not. 

If they determine it is not, the rate is cut to a lesser figure and that 
has been done in quite a few cases. 

Mr. Naueuton. Getting back to the 1956 acreage reserve program, 
Iam going to give you my understanding of what the situation was as 
background, and if you think Lam wrong, correct me. 

In 1956, the acreage reserve program didn’t get underway until 
after normal planning time for some crops, so that instead of refrain- 
ing from planting, it was possible for a person to be eligible for a 
payment under the acreage reserve by signing up to plow under 
crops which had been planted. 

Crop conditions were quite dry in the early part of 1956, and I 
believe the signup deadline was extended once or twice for producers 
to sign up. 

Also under the Soil Bank Act, the regulations and contracts all 
specified that any producer who knowingly and willfully harvested 
any crop from any acreage in violation of a contract, would be subject 
toa penalty of 50 percent of the amount that would have been payable 
for compliance. 

The reason for this provision, of course, was so that someone who 
had a crop planted wouldn’t be able to sign up for the acreage 
reserve program, and then if the crop looked good, harvest: it; if 
it didn’t look good, plow it under and collect a payment because this 
would have been just free crop insurance. 

So the penalty was quite specific that anyone who willfully har- 
vested a crop would be subject to a 50 percent. penalty. 

Crop conditions improved somewhat after the deadline for sign- 
ing up. I believe you had quite a rush at the last minute, did you 
not ? 

Mr. Srurceon. That is right. 

Mr. Navueuron. For people to sign up? 

Mr. Sturceon. That is right. 
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Mr. Naventon. They had been looking at their corn and looking 
at the prospects and figuring out whether they would get more by 
signing up or by letting it grow. , , 

In view of the fact that the corn crop in many instances—which 
had been signed up for the soil bank—had improved and was looking 
4 good deal better later in the year, there was an understandable 
reluctance on the part of those who had signed up, some of them, 
to plow under good corn. ' 

The Department of Agriculture at first expressed a very firm in- 
tention to require compliance with the soil bank contracts. On 
August 22, I believe you will recall, a telegram was sent to all ASC 
offices advising that a determination had been made that a relatively 
small number of farmers didn’t understand the civil penalty pro- 
visions of the acreage reserve program, and because of that, the 
Department extended the deadline for final disposal of growing crops 
on acreage reserve land from August 3 to August 31, 1956. 

The telegram stated specifically that producers would not be al- 
lowed to terminate their agreements. On August 16, I believe the 
Iowa ASC office requested that the civil penalty provision not be 
enforced. 

Am I correct on that? 

Mr. Sturcron. I wouldn’t know without checking the record on 
that. 

Mr. Naventon. But there was a request made? 

Mr. Srurcron. I wouldn’t even go that far because I would have 
to check the record. 

Mr. Naventon. I believe we have a copy of it. A letter of August 
98 was sent to the lowa ASC committee in reply by the acting director 
of the Soil Bank Division of Commodity Stabilization Service, which 
said, and I am quoting: 





It appears that the legal staff of the Department of Agriculture feels that 
the Soil Bank Act is so specific on this matter of penalties that they will have 
to be enforced. 

In a conference last week a decision was made to stand firm on the collection 
of civil penalties where they would be incurred by violations of the regulation. 

Does anyone recall that telegram ? 

Mr. Scuweeke. I would have to check the record to be sure of it. 

Mr. Guenn. I would have to check the record. 

Mr. Carser. That is all a matter of record. 

Mr. Naveuton. If you can’t find a copy, we have one we can give 
you. 

This was August 28. On September 6, the Secretary of Agriculture 
made a practically complete reversal of the position taken on August 
28 and stated that there had been insufficient time to explain the pro- 
gram to producers adequately, and consequently, there was a general 
misunderstanding of the penalty provision. 

_ The Secretary also stated that he had determined that it would be 
in the public interest to terminate or amend agreements without pen- 
alty, in those cases where the producer desired such action. 

In other words, those persons who had signed up to plow under a 
corn crop back in May or June, and now wished to harvest it, wouldn’t 


be subject to the 50 percent penalty, but could go ahead and harvest 
their corn. 
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This subcommittee had some hearings in 1958 on this subject, and we 
were unable to find very much in the way of concrete evidence as to 
why. 

In August there had been a determination that very few, relatively 
few producers had misunderstood, but by September 6, there was 
supposedly a general misunderstanding. 

Later we found that there had been a meeting in Des Moines on 
August 29, 1956. Were any of you here at that meeting ? 

Mr. Guenn. What kind of a meeting was it ? 

Mr. Carper. These dates are hard to remember. We attended many 
meetings, and we couldn’t say we attended a meeting on that date, but 
we did attend many meetings. 

Wedon’t want to admit attending a meeting on August 29. 

Mr. Naventron. According to information we received from the 
General Accounting Office, a delegation from Boone County, Iowa, 
including county ASC officials, State representatives, and then Con- 
gressman James Dolliver, met with then Governor Hoegh, the State 
ASC Committee and Marvin McLain, Assistant Secretary of Agri- 
culture. 

The delegation requested that soil bank penalty provisions be re- 
laxed, and I understand that on August 30, Governor Hoegh made a 
written request to the Secretary of Agriculture to waive the penalty 
provision and compensate farmers for partial performance. 

Were any of you present at that meeting ? 

Mr. Guienn. I was not present at that meeting, but a subsequent 
meeting was held in the State ASC office. The Governor was not 
there. I don’t know whether anyone was at the meeting at the Gov- 
ernor’s office or not. 

Mr. Carser. I would like to comment that I don’t remember ever 
being at a meeting that Congressman Dolliver was at. I don’t recall 
him being there. I am not saying he wasn’t, but I don’t have any 
acquaintance with Dolliver, and I don’t remember being in a meeting 
with him. 

I am not saying I wasn’t there either. 

Mr. Naventon. What I am trying to find out is what evidence was 
presented to indicate that there had been a change in the understand- 
ing of farmers with reference to the penalty provision. 

Mr. Carper. May I make a comment here? The lateness of the 
program caused very great administrative problems, and you can well 
understand that. When you go into a reduction of crop programs 
rather than an underplanting program, you have an administration 
problem. 

Farmers were never used to anything of this type before. They 
had never found anything in Government programs where, if they 
didn’t comply there was a penalty provision with it. 

I do know in our office, and I am sure the other members of the 
committee will agree with me on this, that we had many folks coming 
to our office telling us they didn’t understand the penalty provision. 

In many instances, of course, we couldn’t disbelieve them. So I am 
personally satisfied that there were many instances where folks didn’t 
understand the program. I can see why. I can believe any of us 
can see why on that type of a program. We had no problems of that 
kind, the record will show, in 1957 or subsequent years. 
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Mr. Sturceon. May I make a comment? 

Mr. GieNN. I would like to comment on the Boone County thing, 
too. 

Mr. Srurcron. I would like to comment on this, if I may. There 
are two words in the wording of that penalty provision in the act 
which I am positive the Lowa farmers, and probably farmers all over 
the national scene, have a greater understanding of than they used to. 

The words are “subject to.” The act stated that the farmer was 
subject to a civil penalty, and I personally was in the field at the 
time—I wasn’t in charge of the soil bank program, but I heard many 
farmers ask the question of their county office people. 

It says you are subject to a penalty. Does that mean it will be 
applied? Our people in the county offices were unable to interpret 
that they definitely would be assessed a penalty. They were not able 
to tell them they would or would not because of the words “subject 
to” or their interpretation of the meaning of “subject to.” 

Mr. Naueuton. Is there any assurance there won’t be the same 
confusion in 1960? 

Mr. Sturcron. I am positive of that now because that thing has 
been kicked around so much that they were definitely resolved. In 
later instructions the words “subject to” became “will be”, or words 
to that effect. 

Mr. Naventon. I mentioned that because the Secretary has recom- 
mended expanded use of the conservation reserve program. 

Mr. Sturcron. Of course, that never was a problem in the conser- 
vation reserve program because in 1956, that is the only time that 
misunderstanding occurred in either program, and the conservation 
reserve was so small that we had no problem of that kind. 

Mr. Naveuton. Let me ask, when Assistant Secretary McLain 
was in Iowa trying to determine, apparently, whether the farmers 
really understood the program or not, did he consult with members 
of the ASC committee ¢ 

Mr. Carper. I don’t believe Mr. McLain was ever in Iowa on a 
program of that kind that he didn’t consult with us. What the date 
is pretty hard to say. 

Mr. Naueuton. You don’t recall the meeting where it was dis- 
cussed ? 

Mr. Carser. I don’t recall attending a meeting that Congressman 
Dolliver was at. I may have but I don’t recall attending a meeting 
when Congressman Dolliver was in attendance. 

Mr. Gienn. I was in the meeting, but Mr. McLain was not in that 
meeting, which was at the State ASC office. Congressman Dolliver 
and the Boone County people were there. 

The misunderstanding in Boone County—providing there were 
such, and I think undoubtedly there were because a number of farmers 
said there were—whenever we take a program to the field, of course, 
we must go through the county people. 

The Boone County office manager states that he had a misunder- 
standing in regard to compliance provisions of the program at that 
time, and we do not know whether he did or not. 

We think that the people took it to the field and at that time Mr. 
Randleman would have been the field man for that district, and they 
were correctly informed and related the information correctly. But 
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we think that some of the Boone County people did have an honest 
misunderstanding of the programs. 

Chairman Smiru. When a press release is made in Washington of 
some change or some policy or program, when do you actually get 
that? Do you get it immediately or is it sometimes several days 
before you receive it ? 

Mr. Guenn. Oh, I think in a good many cases it would be the next 
day. Sometimes its 2 or 3 days later. 

Chairman Samir. Well, we will see an article in the paper and the 
farmer reads it and he thinks immediately “This is it. This is the 
program change.” 

How long is it before the county office actually receives his instruc- 
tions? 

Mr. GLenn. Sometimes a week. We have many cases in which 
people read the paper and the press services are right there, of ¢ ourse, 
and they send it direct. Our Washington offices, of course, first have 
to produce it and in some cases that takes time to get it out. 

It happened very frequently that people read the paper and we as 
yet have not got it in black ‘and white. Sometimes there is a con- 
siderable lag. 

Chairman Smirnu. Has this created very much of an administrative 
problem ? 

Mr. GLENN. Not anything very great, and it is to be expected also. 

Mr. Carper. I believe it did 3 in 1956, Mr. Chairman. When we were 
in this administrative difficulty, these releases come in and the farmer 
reads it in the paper before it came to us. It did cause an administra- 
tive problem there. 

Chairman Smiru. It seemed to me there was a different regulation 
every day for a while, and I wondered if they were being changed at 
the county level every day too. 

Mr. Navauron. You have indicated there was some misunderstand- 
ing, Mr. Glen, in Boone County. Was there a general misunderstand- 
ing in the other 98 counties of what the program provisions were? 

Mr. Guenn. I think there would have been misunderstanding, gen- 

erally, but I think this seems to be created by information given by 
our people and given honestly. 

Mr. Naveuton. In Boone County ? 

Mr. GLENN. Yes. 

Mr. Naventon. Do you have any estimate of the increased produc- 
tion of corn in 1956 which we have been required to store in Iowa be- 
cause it was harvested from acres that might have been plowed up if 
the producer had been held to the 50 percent penalty ? 

Mr. Strurcron. We could have some figures, I think. There have 
been some figures given on that, I think. I could be wrong about this 
but we did take pilot counties, or counties at random, in which that 
information was secured. It would be relatively small. 

I recall one county that, I believe there were some 20 or so farmers 
who were in that category, that had signed up and didn’t fully comply 
with their contract or with the agr eement. 

Mr. Naventon. Did you find that in general, usually those who 
didn’t understand it had a good corn crop? 

Mr. Srurcron. Well, I would s say they didn’t have as good a corn 
oa paeaye as they thought they would when they changed their 
minds. 
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In 1956 the situation with respect to moisture over the State was 
many and varied. An example of that, my own corn made about 30 
or 35 bushels that year. A neighbor w ithin 3 miles of me had corn 
making 85D and 90. , , 

That was spotty rain, and of course, in a lot of the area things were 
pretty spotty. In the July period, in which I have reference to, in 
much of the drought area was when we were in worse shape. Early 
in the year it had been dry in the southern part of the State. 

It was not. so dry in the central part, and some of the other drought 
areas, but the variation in yield was such that no farmer could be sure 
at any given point just what he would have in the way of corn, and 
so we ‘Tittle of that corn would have been very good. 

Mr. Naventon. This was in September when he could take a look 
at it onal get a pretty good idea? 

Mr. GLENN. That is right. 

Mr. Srurceon. I re: alize that, but even so, he was in a drought 
period and the crops were hurt. . vi 

Mr. Naventon. Did any State or county ASC officials take advan- 
tage of this penalty for civeness ? 

Mr. Srurceon. I am sure they didn’t. I am sure that wouldn’t 
be true. 

Mr. Carper. Maybe I ought to comment so we can understand why 
we are not aware of these meetings. Of course at that time Mr. 
Randleman and Mr. Schoby were not on the committee. I was the 
only committee member and it was my first year on the State com- 
mittee. 

I live about 190 miles from here, and as you know, we are w.a.e. 
employees and we are not on duty all the time so there could have 
been many sessions of this kind that I may not have been to. 

I am sure that Mr. Randleman and Mr. Schoby could not have 
been there because they were not members of the committee at that 
time. Mr, Meyer was chairman in the starting of the program, and 
he may have attended some of these meetings that you are talking 
about that I and the other members of the committee had no oppor- 
tunity to attend. 

Mr. N AUGHTON. I believe the payments on the corn acreage reserve 
program in 1956 totaled something like $51 million. 
made, what part of the year? 

Mr. ScHwEBKE. 
as I recall it. 

Mr. Naventon. Was there quite an administrative problem getting 
them out? 


Mr. Scuweske. Not that I can recall at the moment. Those were 
made at the county level; 


; that is, the actual drafts were written at 
the county level. 

Mr. LANceEN. By way of commenting, I want to add this: I can 
well appreciate the difficulty in the problems experienced by those 
responsible for the administration of this type of program at a late 
stage, having been in that business. 

T can recall only too well the many difficulties we had in the inter- 


pretation, or interpreting new regulations that came out and par- 
ticularly at a late stage. 


When were those 


The beginning of September; about September 1, 
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I should want to say—and I notice the comment here—that infor. 
mation now reaches the press in Washington, gets into the count 
office within a week, I would say that is a big improvement from 
what is used to be in 1940. It used to take 2 or 3 weeks at that time 
There is no excuse for it. 

In my opinion I think it could be done even faster. But I do 
realize the difficulty of those interpretations remembering that the 
country is big and to get this out into the country and county offices 
is a difficult thing. 

Chairman Smira. You gave me a figure of $19 average for the 
conservation reserve in Iowa for 1959. What was the average under 
the acreage reserve ? 

Mr. Srurcron. The rate changed a little bit during those years, 

Chairman Smiru. What was it for 1958? ; : 

Mr. Srureron. The 1958 rate was $49 per acre. There may have 
been some cents on that, but it would be $49 average. That would be 
the rate established. The actual rate on the land signed up ran 
slightly under that figure. 

Mr. GLENN. I would like to add, in regard to the press services in 
Towa, that we think they are rather notable and outstanding and we 
think they are very, very careful in their treatment of information 
out of the Department. 

I do not want to leave the impression that our office looks upon them 
as a liability. They are an asset in getting certain information out 
to our people, but in transmitting to the field we like to have it in black 
and white because we have to back it up if we don’t have it. 

Chairman Samira. What I was getting at, they are so eflicient they 
get it before you do. : 

Mr. Carper. I am glad Mr. Glenn made that comment because it is 
in no way the fault of the press. 

Mr. Turamtxit. Mr. Chairman, I am not a witness but I happen 
to represent the Register and Tribune, and I would like to clarify this 
point, if I may. 

Chairman Smirn. At this point it would be worth while. 

Mr. Turartxity. There is a terrific timelag between the news that 
comes out of Washington in relation to these matters and the time 
that the county or the State ASC office gets it. We not only have 
a bureau in Washington which is on the ball, but we have the United 
Press International and Associated Press. 

Some of these things have been carried on the Dow-Jones service 
wires also. Consequently we get it the day it comes out, and within 
a matter of an hour maybe after it is announced. We will have 
a story in the afternoon edition and the morning edition. 

These fellows don’t know a thing about it. They haven’t received 
any notice. The farmer who is involved in this problem reads that 
story. The ASC man is in the dark. If he goes to his ASC man and 
asks, he says, “I don’t know. I don’t have the answer.” 

So you can see where confusion results in this situation. I just 

vanted to support what Mr. Glenn said. 

Chairman Smiru. Especially if there is another change the same 
day they finally get the previous change. 

Mr. Turamkm.. That is right. There have been times actually, I 
think, that our State ASC office may have called us to ask if we had 
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anything on it because someone had heard it on the radio or TV and 
called them about it. 

Mr. Guenn. There have been many such cases, and we are very 

teful for the help that has been given us. 

Mr. Laneen. May I add this comment too? I think the comment 

ou made is a very worthy one, and certainly sets the picture before us 
very clearly, and to those of us who have been in the experience of 
that administration, I know I have been grateful to you a good many 
times. 

Chairman Smiru. Just so they don’t write the regulations in order 
to justify the news story that is printed. 

e have Mr. Waldo Wheeler here from the Iowa Commerce Com- 
mission. You are the counsel for the commerce commission, is that 
right ? 

r. WHeeter. That is right. 

Chairman Smiru. We understand that the commerce commission 
some time previously this year had looked into a matter of some of 
the grain dealers or warehousemen paying premiums in order to get 
grain delivered to them, either this year or in previous years, and that 
the commerce commission had stopped this. 

I wonder if you could enlighten us any upon the history of this 
and what happened ? 

Mr. Wueeer. Well, actually this came about from inquiries to the 
commission by elevator men who wanted to know whether it was all 
right if they paid kickbacks or rebates on corn storage on Govern- 
ment grain storage. 

The problem was presented to me as commerce counsel, and I wrote 
an opinion which held that these rebates were contrary to Iowa law. 
That is, under the code of Iowa, the commerce commission is charged 
with regulation of agriculture commodities or commodity product 
warehouses. 

That is, the commerce commission issues warehouse receipts and 
regulates the warehouses which store agricultural commodities. 

Chairman Smrru. Did your investigators find that rebates had been 
made in previous times? 


STATEMENT OF WALDO WHEELER, COUNSEL, IOWA STATE COM- 
MERCE COMMISSION 


Mr. Wueexter. Yes. We have in our files advertisements in news- 
papers in which they offered so many cents—most of them would aver- 
age around 2 to 214¢ per bushel for Government grain that is brought 
into them as a premium for bringing Government grain into a partic- 
ular elevator. 

One man suggested that he would pay as much as 6 cents per 
bushel for Government grain brought into the elevator by the farmers. 

Chairman Smrrn. And when did this come to your attention ? 

Mr. Wueeter. Along in July of 1959. 

Chairman Smiru. And since your opinion, have your investigators 
had any reason to believe that hire has been any violation since that 
time ? 

Mr, Wuerter. We have no evidence outside of one or two instances 
of any violation, although we have some indications that in some par- 
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ticular areas there are elevator operators who are continuing to violate 
the law. 

Chairman Suir. They just haven’t gotten the evidence yet ? 

Mr. Wuerter. We haven’t been able to get the evidence. That is, 
in order for a successful prosecution, we must depend upon the farmer 
who actually was paid the money to testify against the elevator oper- 
ator, and that is very difficult to ace omplish. 

Mr. Navenron. Have you found instances where an elevator which 
didn’t pay these premiums might not get corn brought in on the Goy- 
ernment takeover, and instead it would go to other elevators in sur. 
rounding areas / 

Mr. Wueeter. Well, we have rec -elved compla \ints from some eleva- 
tor operators w oa weren't receiving enough grain to fill their elev; ators, 
and they ascribed as Pe reason that other elevators were paying 
premiums, W v] abba vy were not. ’ 

Whether or not this is true, we don’t know. We were unal ble to find 
that other elevators in the vicinity of these complainants were p aying 
premiums. 

Mr. Naveuron. Have you found any indication that premiums 
might be paid through such devices as the elevator absorbing the truck- 
ing charges from the farm into the elevator ? 

Mr. Wiuerver. Yes: there has been some evidence, to our knowl- 
edee. Well. T want to retract that. Wehave some indication that 

Chairman Smirn. We don’t want to get into any case that you might 
be processing now, but with that limitation, proceed. | 

Mr. Wueeter. We have some indications that there are various and 
sundry devices whereby the farmer receives some consideration other 
than money for bringing grain into a particular elevator operator. 

Mr. Naucnron. There apparently is quite a demand to get Goy- 
ernment grain to store ? 

Mr. Wuerter. Apparently so. I am not qualified to testify as to 
what the situation is exactly, although in conferences with members 
of our warehouse division it appears that there is excess storage space 
in some communities. That is, there are elevators that are not going 
to be filled with the 1959 crop. 

Chairman Smirn. You mean the 1958 crop delivered in 1959? 

Mr. Wuerter. That is right, that is to be filled in 1959, with the 
1958 crop. There are members of our warehouse department who be- 
lieve that there is an excess of storage warehouse space, privately 
owned, in some communities. This, you can readily see, is probably 
thirdhand with me, as a result of conversations I have had with other 
per Sons. 

Chairman Suirn. You are the chief counsel over there and, as I un- 
derstand it, the chairman of the warehouse division 1s out of town 
today ? 

Mr. Wueeter. Yes, he is. 

Chairman Sarrn. I guess that isall. Thank you for coming in. 

In the determination of where grain will go that is delivered to 
CCC, the State office sends out a postcard to the farmer and he 
chooses where he wants to send it, is that right? 
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FURTHER STATEMENT OF JOSEPH F. CARBER, CHAIRMAN, IOWA 
STATE AGRICULTURAL STABILIZATION AND CONSERVATION 
COMMITTEE; ACCOMPANIED BY GERALD C. RANDLEMAN, MEM- 
BER; CHESTER R. SCHOBY, MEMBER; ALSO C. C. GLENN, ADMIN- 
ISTRATIVE OFFICER, IOWA STATE AGRICULTURAL STABILIZA- 
TION AND CONSERVATION OFFICE; HAROLD W. BRIGHTWELL, 
GRAIN STORAGE SPECIALIST; CLARENCE W. SCHWEBKE; LEO E. 
STURGEON, PROGRAM SPECIALIST; AND PAUL WOOD, PROGRAM 
SPECIALIST, PRICE SUPPORT 


Mr. BrigHtweL.. The county office sends out a card, otherwise your 
statement is correct. 

Chairman Siri. It is purely a relationship between the farmer 
and the place that he wants to send the grain ? 

Mr. Brigurwei.. That is right. The farmer has the privilege of 
selecting the elevator to which he desires to make delivery of his price- 
supported commodities. a) 

Chairman Smivru. Is there anything in your contract with the ware- 
housemen or anything within your regulations that would bring about 
a penalty upon a warehouse operator who is paying premiums in 
order to get the farmer to send in a card with his name on it ? 

Mr. Bricurweti. There are none that I have any knowledge of in 
the contract, because this is a transaction at the time it occurs between 
the warehousemen and the farmer. 

Chairman Sairxu. And any prohibition or relief from this kind of 
operation would have to come only through the State laws or under 
the commerce commission, is that right ? 

Mr. Bricutwe.u. [t appears that way, yes. 

Mr. Navcuron. Are there any restrictions on the distance which 
corn can be shipped to bring it to a particular elevator on the take- 
over ¢ 

Mr. Bricurwe.ti. Not if the farmer does it at no expense to the 
Government. 

Mr. Navenron. What is the maximum distance that you have had 
corn shipped, do you recall ? 

Mr. Brigurweii. I don’t know. Do you, Paul? 

Mr. Woop. No. 

Mr. Bricutweww. I don’t believe we have any information on how 
far any individual farmer may have taken corn. 

Mr. Naveuron. You have a policy of filling private warehouses 
first and leaving Government bins in the same community empty until 
the private bins are filled ? 

Let’s say you have empty bins in one town. How far would you 
normally allow grain to be shipped to fill commercial warehouses 
when you have empty bins in the locality where the corn is grown? 

Mr. Bricurweiy. If the farmer takes it to the point where there 
reno empty bins in a private storage at his own expense, there is no 
limit as to how far the farmer could go. 

assume that he wouldn’t go very far. 

Chairman Sairin. Unless they paid the trucking? 

Mr. Bricerweii. Unless somebody helped pay some of the expense. 
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Mr. Naveuton. Have you ever had instances where grain has been 
moved away from empty CCC bins and into commercial warehouses 
with space available even if it had to travel quite a distance? 

Mr. Brigutwe.t. I don’t know of any specific points, but I assume 
there have been instances where it has happened. 

Mr. Naveuton. And this of course would further tend to keep CCC 
bins empty and commercial warehouses filled since the commercial] 
operator can go out—assuming that he makes arrangements for the 
trucking—and try to drum up business within whatever area it js 
economic to ship corn ? 

Mr. Brieutwet.. I don’t think the practice got widespread enough 
though to materially affect the amount of empty bin space that would 
happen because of a farmer going outside of a delivery point. 

I think there may have been isolated cases in certain areas, but 
statewide, I don’t think the practice got big enough so there was any 
great volume of it. 

Chairman Smirn. Has there been any discussion that you know of 
relative to inserting in contracts a disqualification clause in case they 
engage in this cutthroat operation ? 

Mr. Bricutrwe.u. None that I know of, perhaps primarily because 
we do not participate in the discussion on the uniform grain storage 
agreement. 

Chairman Samira. This would have to be something done from the 
Washington level ? 

Mr. BrigHtwe.u. Yes. 

Mr. Naueuron. The lack of any maximum limitation on the dis- 
tance that corn is shipped, is that a Washington policy ? 

Mr. Bricutrweti. Are you referring to how far can a farmer elect 
to deliver his corn away from his normal delivery point ? 

Mr. Naventon. Right. 

Mr. Brigutweiv. There are no limitations on that now. 

Mr. Naveuton. Were there at one time? 

Mr. Brigutwe.u. None that I know of. 

Mr. Lancen. May I ask at this point, in order to further clarify 
the entire problem of grain deliveries? 

I am a little surprised to hear, for example, there seems to be excess 
storage space available. Have there been instances in which cards 
may have gone out to the farmer asking about his delivery point, and 
he designates that he wants to deliver to X warehouse and that ware- 
house is full, and so he had to be directed to some other warehouse 
by someone if he wanted to get his delivery ? 

Mr. Bricutwetu. Yes; there have been instances where it has been 
necessary for county offices to direct corn to other points because all 
of the storage at the point that the farmer selected was full. 

Chairman Smtiru. As I recall, there was some contribution then on 
delivery cost, is that correct ? 

Mr. Brigutwetu. In instances where that occurs our instructions 
provide that CCC will reimburse the farmer for the excess mileage; 
that occurs only in those cases where the county office directs the 
delivery and they never direct the delivery unless the storage at the 
point that he originally selects is filled. 

Mr. Carzer. That means bin space and private space together. 
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Mr. Bricutwet. Everything. However, there are always in- 
stances, of course, where the farmer may, in his own choosing, go 
outside to a different point than that designated by the county office, 
if he does so at his own expense. 

Mr. Naueuton. What are the approximate costs per mile per bushel 
of hauling corn ? 

Mr. Woop. They go by a set of rates under the State tariff, and 
they have a schedule of rates they follow very closely. I don’t know 
whether I remember. 

I believe it starts out at 3 cents a bushel up to so many miles. I 
am not just clear on where the break is. 

Mr. eax. Wecan provide that. 

Mr. Woop. Yes; that can be very easily provided if you would like 
to have it for the record. 

(The information is as follows :) 


Iowa truck tariff rates 





ee 











| Miles | Rates ! 
in, in bulk, viz: | 
oT 23 2 
Shelled corn, barley, buckwheat, flaxseed, rye, soybeans, wheat_....---- | 5 2% 
S 3 
a1 
ines: Sen hedbbie. 2.00) em yi or 2 ae if a 34 
tj 1 
When loaded from a combine, add 1 cent per bushel___.......------___-- i a “4 
For distances over 20 miles, add 1 cent per bushel for each additional | 
10 miles or fraction thereof. | 





1 Rates in cents per bushel, 
+ Or less. 


Mr. Naueuton. After corn is loaded into bins, who has the author- 
ity to order it loaded out? 

Mr. Brieutwe.u. Well, the request for the movement out of the bins 
comes from the county ASC office through the State ASC office, to the 
commodity office, and the commodity office then issues a loading order, 
and the commodity office selects a point, and the route of shipment. 

Mr. Navucuton. For what reasons would the county office order 
cornloaded out? Deterioration would be one? 

Mr. Bricutweti. Not under our present instructions because that 
kind of corn would be sold. The primary reasons for shipment of corn 
out of bins would be in the event that there was a movement out of 
CCC bins into commercial warehouse space in order to provide storage 
at the local level. 


Mr. Naveuton. And during what period in the year would this 
normally be accomplished ? 


Mr. Bricutwe.t. Probably during the latter part of March, April, 
May, and June. 


Mr. Naventon. So the bin remains empty until September, is that 
neh, that you take over corn ? 

r. Brigutweti. We start August 1. The big delivery, of course, 
occurs in the latter part of August and early part of September. 


Mr. Navcuron. Would it be possible to keep corn in the bins until 
say June or July ? 
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Mr. Bricutwety. Well, when movements of this nature occur, of 
course, it is a matter of utilizing the terminal space that is available 
at the time, because in many cases, if you would wait until July, that 
terminal space that is available in April and May might not be ayail- 
able in July and August because it could be filled up with crops from 
other areas. 

I am speaking primarily of the corn belt. We are in competition in 
the corn belt, of course, for storage space with the wheat area, and as 
I go back in my mind I can think of instances in past years, when 
there was large production of wheat in other areas, that year’s produc. 
tion of wheat was moved into empty terminal space which meant that 
it was no longer available for corn space and the corn belt was short of 
storage space as a result. 

That occurred several times. There is a keen spirit of competition 
between the wheat farmer and the corn farmer in years of heavy pro- 
duction for storage space. ; 

Chairman Smirn. Do you pay the same rate on wheat that you do 
on corn? 

Mr. Brigurweiyi. No; the wheat rate is slightly 
under the uniform grain storage agreement. 

Mr. Navenron. Have there ever been instances where the com- 
modity office has sent requests for corn to be loaded out. to fill sales, 
as they call it, down to the terminal warehouses 4 

Mr. Brigurwe.i. Yes; there have been instances where that hap- 
pened. 

Mr. Naverron. Sometimes the initiative comes from the county 
committee which wants to clear space for takeover? ; 

Mr. Brigurweini. I think we need to clarify that a little bit. Before 
any of this movement or request for the movement comes from the 
county office there has to be a determination made at some higher 
level, that the reconcentration movement is going to occur. Certainly, 
the county office doesn’t make that decision and neither does the State 
office on its own. It is made jointly with the Washington office and 
the regional commodity offices. 

Mr. Naventon. In other words, the county offices would keep you 
informed as to how much storage they felt they would need for the 
takeover? 

Mr. Brientrweiu. Yes. 

Mr. Naventron. But the decisions as to whether anything is going 
to be moved and when it is going to be moved, whether it is going to 
be in March or April or whether it is going to be in July or August 
would be made by the commodity office or perhaps by the commodity 
office and the State office ? 

Mr. Brieutrwet,. And Washington ? 

Mr. Navenron. Yes, and by Washington. 

Mr. Brigurwev.. Yes. 

Mr. Navuenton. What is the normal movement of corn to market 
from Iowa, into export markets, perhaps, or domestic markets? _ 

Mr. Brigurweti. I don’t know as I am qualified to say what Is 
normal because what was normal 2 years ago might not be normal to- 
day, and I am thinking that in 1959, for example, it was necessary, in 
order to fill export commitments, to move some corn down to the Gal- 
veston and New Orleans areas, which didn’t used to be considered 
very normal. 
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Mr. Naveuton. You mean moving it by rail / 

Mr. BrigurweLi. Yes; for export down there. There have been 
other instances, of course, where corn in large volume has moved east 
of Iowa, and that, of course, is a direction that you would think 
of corn Moving. 

Mr. Navucuron. Have you had instances where corn has been 
shipped to the west, perhaps, to Nebraska or down to Missouri or 
Kansas for storage, from Iowa bins? 

Mr. BricutTweii. Well, in 1957 we shipped approximately 70 mil- 
lion bushels of corn to Kansas City, St. Joe, Atchison, in order to 
provide storage space in Government bins. That corn came out of 
bins. 

Mr. Navcuton. And later that had to be shipped somewhere else 
with, of course, additional handling charges? 

Mr. Brigurwes.. Well, of course, I can’t trace the movement or 
flow and have no knowledge of what happened to it after it ot down 
there. 

Chairman SmirH. Have you any substantial movement yet of corn 
tothe Great Lakes area since the opening of the Seaway ? 

Mr. BriguTwe.. No, we have not. 

Mr. Naveutron. I believe back around 1949 or 1950 that you had 
some storage In airport buildings in Ottumwa and Sioux City ? 

Mr. Brigurwe.u. Yes. 

Mr. NavGutron. ‘Those were owned by the Federal Government ? 

Mr. BrighorweLu. Yes. 

Mr. Naventon. And the State office or the county offices made ar- 
rangements to store Government grain ? 

Mr. Brigotwe.u. Yes, and they were operated by the county ASC 
people. 

Mr. Naveuron. So that you hired your own labor and there wasn’t 
any middleman involved ? 

Mr. BriguHtwe... That is right. 

Mr. Navewton. Did you find that pretty satisfactory in terms of 
cost and keeping qualities, and so forth ? 

Mr, BrigHrweL_i. We had some very good experience with storage 
of corn at both those locations. I am more familiar with Ottumwa 
than Sioux City, primarily because that is farther away from Des 
Moines. 

I was at Ottumwa when the buildings were being emptied, and we 
were taking some of the finest corn that we have ever taken out of 
storage out of those buildings, and more than 95 percent of the corn 
taken out of the Ottumwa storage went out as 5 or better corn. 

Mr. Navenron. And was that pretty low cost storage as far as the 
Commodity office was concerned / 

Mr. Brigurweii. Yes, it was. 

Mr. Navauron. Do you have figures as to what it did cost ? 

Mr. Brigutweii. I don’t have them with me, but I believe I can 
make them available. 

Mr. Navenron. We would like those for the record. 

The Iowa State ASC Office later advised that records were no longer available 


concerning operation of corn storage facilities at Sioux City and Ottumwa during 
1M9 and 1950 
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One further thing. To what extend have you rented CCC bins to 
private individuals or warehouses ? 

Mr. Bricutwe vt. I have those records in the office, and I can give 
them or furnish them at a later date. I would rather do that than 
to try to guess at it. 

(The information is as follows :) 


Report on rental of CCC-owned bins, July 1, 1958, to June 30, 1959 


Bushel space rented: * 364,935 
Rental rate: *1%4 
Total rental collected: $456,192.12 


2 Bushels. 
2 Cents per bushel per month. 


Notr.—Bins rented by warehouses for storage of farmer-owned price-supported com- 
modities. 


Mr. Naveuton. Has it been to any great extent or fairly minor? 

Mr. Bricutweu. I think we may have possibly had nearly 5 mil- 
lion bushels rented to warehousemen for the storage of soybeans in 
1958. 

Mr. Naueuton. What was the rate you charged the warehousemen? 

Mr. Brigutwetu. In 1958 I believe it was 9 cents. 

Mr. Naveuton. Per bushel per year ? 

Mr. BricutweLL. Yes; that rate has been increased, however, to 15 
cents a bushel per year. 

Mr. Naveuton. I wonder if you could enlighten us a little bit on 
the situation. Someone was telling me that at Coon Rapids Govern- 
ment bins were being rented to warehousemen for 9 cents a bushel. 
The rate was raised to 15 cents a bushel, which doesn’t leave very 
much leeway when you are getting 1614 cents for storage. Conse- 
quently, they remained empty because commercial facilities which had 
been built in the vicinity were taking the takeover corn, and now you 
have dismantled the bins to move to another location. Is that approxi- 
mately correct ? 

Mr. Bricutwe.u. Yes; those bins are being dismantled and moved 
to another location because they haven’t been used at Coon Rapids for 
the storage of Government grain for quite a few years because there 
is more than enough commercial warehouse space available at Coon 
Rapids. 

Mr. Navueuton. What was the purpose in raising the rental rates 
from 9 to 15 cents? 

Mr. Bricutwett. I believe that it was to get the rates more nearly in 
line with the rates paid to warehousemen under the uniform grain 
storage agreement. 

Mr. Naveuton. They were perhaps getting 18 cents average per 
year by the time you had the 1614 storage fee and the in and out 
charges, a portion of them. This was considered to be in line with 
the cost of keeping it in the bins? 

Mr. BrigHtTweEtu. Yes. 

Chairman Smirn. It had nothing to do with the necessary amount 
to be received in order to make a profit ? 

Mr. Bricutwett. I don’t believe it did. 

Chairman Smirx. Are there any plans that you know of at the 
State level, or have there been any discussions concerning a plan to 
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gell all CCC bins to warehouse people tv be rented back again to the 
Government ? 

Mr. Bricurwetu. I have no knowledge of any such plans. 

Mr. Naventon. Has anybody rented bins at 15 cents a bushel ? 

Mr. BricHtwE... Yes; we are renting a few bins to elevator people 
for the storage of soybeans. I don’t know what other commodities. 
I believe that is only being done in those instances where there isn’t 
suficient commercial space locally to handle farmer-owned commodi- 
ties, and that the warehousemen are doing that in order to retain the 
customers that they have. 

Mr. Naventon. In other words, they can’t make much of a profit 
renting bins at 15 cents and geting 1614 storage? 

Mr. BricuHtwetu. No; they sure can’t. When most of our bins were 
rented they were rented by warehousemen for the storage of farmer- 
owned commodities. Farmers brought commodities into those bins 
and warehousemen brought the bins under warehouse licenses and is- 
sued warehouse receipts. 

Then farmers were able to take those receipts and go to the county 
ASC and get loans on those commodities. That was what 99 percent 
of the space was utilized for. 

Mr. Naveuton. The rented space, instead of being a substitute for 
commercial space, was a substitute for farm storage? 

Mr. Bricutwety. That is right. 

Chairman Smrru. [ think that pretty well completes the informa- 
tion we wanted from the ASC people. I want to say that we really 
appreciate your coming here and giving us the information we need. 

There certainly have been entirely too many people that have been 
laboring under all kinds of misleading information. We want to get 
for the record some of this important information so that we can 
tell a little bit more about what the situation is going to be, especially 
as to this big takeover in 1960, of 1959 crops. 

Of course there is no better place to come than Iowa, when a third 
of the whole crop of corn is here. We want to thank you. 

We will recess until 2 o’clock, at which time some other witnesses 
will be heard. 

(Whereupon, a recess was taken until 2 p.m.) 


AFTERNOON SESSION 


(Hearing resumed pursuant to adjournment, at 2 p.m., Chairman 
Smith presiding. ) 
Chairman Smiru. Will you identify yourself? 


STATEMENT OF MAURICE O’RILEY, PRESIDENT, IOWA FARMERS’ 
UNION 


Mr. O’Ritey. My name is Maurice O'Riley, and I operate a farm in 
north-central Iowa, and am president of the Iowa Farmers’ Union. 

First off, Mr. Chairman, I want to thank you and your colleague, 
Mr. Langen from Minnesota, and counsel for the opportunity of say- 
ing a few words at this hearing, which I think is going to be very 
fruitful. 

Then I want to pay tribute to these fine career civil service workers 
who have done such an excellent job, in my opinion, in administering 
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the commodity loan program pursuant to and according to the 
regulations that have been promulgated at the top level in Washinge- 
ton. - 

They have done an excellent job, and since there has been a dearth 
of testimony about elevator operations and storage, I think I would 
like to say a few words about the farm program, because primarily the 
big problem as I see it, in storage, has been the lack of an enlightened 
farm program. 

What we need, and what farmers are seeking for is a return to some 
semblance of orderly planning and orderly marketing. That was the 
prime purpose of the commodity loan program, to store up reserves 
of commodities that were going to be needed at a future date. 

I have no quarrel with the soil bank, although I think—and the 
testimony of one of the administrators here this morning, I think is 
the best proof that we can ask for—that it is not going to accomplish 
what farmers and the general public feel must be accomplished with 
the farm program. 

That is a management or a reduction in output of the commodities 
that are in long supply or in oversupply. The indication here this 
morning was—and the testimony this morning was—I believe, that 
about 85 percent of the land that went into the acreage reserve last 
year was whole farms. 

We are interested in efficiently operated family farms, and the 
operation of the soil bank has certainly not been conducive to the 
maintenance of farms and farm operators. There has been some dis- 
cussion, testimony this morning indicates, about the debacle of the 
soil bank program in 1956. 

Certainly, farmers for the most part, I believe, were not happy with 
that program, and I think that any kind of a soil bank program or 
retirement program or call it whatever you want to, is going to have 
to be based on a percentage of cropland taken out of each farm. 

We are going to have to get to a point, in order to bring our produc- 
tion in balance with needs; the reduction is going to have to be made 
on an individual farm. 

I was interested in the remarks of your colleague, Mr. Langen from 
Minnesota, with respect to wheat, and when wheat gets as cheap as it 
looks as thought it might get, if you go to the same kind of a program 
in wheat as we have gone to in corn, the corn producers and corn 
farmers are going to be meeting terrific competition in feed wheat. 

People from the wheat area and people here in Iowa know when 
wheat gets cheap enough, that it is going to go into livestock, and we 
know that it can be done because it has been done, sometimes in case 
of need during the war and in other times in case of necessity, when 
the wheat farmers of the Dakotas and Minnesota and Montana start 
putting their wheat crop into livestock. 

So I think that the commodity loan program—well, these programs 
are interdependent programs. We can’t have a good, sound corn 
program unless we have a sound wheat program. 

I think that this surplus, or abundance—whatever you want to call 
it—that we have stored up in our normal granaries can be put to use, 
and we believe, the Farmers Union believes, that there is a good real 
of merit in exploring the possibility of some sort of a production 
payment program to gradually work off some of the excess grain that 
is not now needed by running it through livestock. 
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After all, 85 percent of all the corn that is produced has to go 
through livestock, which means that we only have a demand outside 
of our livestock feed of about 12 or 14 or 15 percent. | , 

J am sure that farmers are willing to cooperate with each other in 
developing a program of reducing production. Farm and city people 
have a big stake in this and farm people have a stake in it to the 

int that as the producers of basic commodities, farmers have an 
obligation to produce the food and fiber that this Nation needs and 
in return for the carrying out of that obligation, farmers, we think, 
areentitled to a decent return for their labor. 

That is, the soil bank should- whatever you want to call it— 
apply to individual farms and each farmer must make his share 
of the contribution to reducing or to bringing our output more nearly 
in balance with the needs and the demand that we are required to 
meet. [ 

I think we will not have a program that is going to work until we 
have some such program. I notice that the economists at the Iowa 
State University state that without any program we could expect in a 
couple of years, 65 or 66 cent corn and $10.80 hogs; an abundant, or 
overabundant supply of corn or feed grains is going to go into live- 
stock because there is no other place for it to go. 

We believe that we ought to have an adequate reserve, and what 
isan adequate reserve certainly has changed very materially from 10 
or 12 years ago. But we have perhaps overdone it a little bit now, 
and I am sure that if the kind of a program that was in operation this 
past year is continued for another year, that we are going to be in 
much worse shape and in much worse position than we even are in now. 

I am sure that the only way that we are going to meet the storage 
problem and the farm problem is to come to a program where indi- 
vidual farms make their contribution to the bringing of the production 
of feed grains into balance, somewhere near into balance, with demand 
consistent with a safe and sound reserve. 

I can well remember when people thought that 75 or 100 million 
bushels of feed grains and corn in the ever-normal granary was pretty 
high. Certainly, in a State like Iowa that can’t be considered any- 
where near even enough now. 

With that I have no more. I will be glad if you gentlemen have any 
questions. I will try to answer them. 

Chairman Smirx. You brought up the point that if the wheat pro- 
gram is changed to be like the corn program—which is being talked of 
now—— 

Mr.O’Ritey. That is right. 

Chairman Smiriu. And as I interpret it, your opinion, based upon 
your experience, is that you would have more of a storage problem in- 
stead of less ? 

Mr. O’Rinry. Yes, indeed. Wheat, at. the price that is the way it 
looks, or is contemplated to be supported, will be competitive with 
corn and the other feed grains. Growing wheat in Iowa, wheat pro- 
duction, is practically out of the picture. The large wheat-producing 
area of Iowa were along the two rivers, Mississippi bottom area and 
the Missouri bottom, and those people now, since the advent of the soy- 

an are able to produce soybeans, and that is primarily why they have 
gone out of the production of wheat. . 
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So as producers of wheat, we are not going to bother the Minnegotg 
wheat producer very materially in Iowa, but the wheat producer jn 
the Plains area is certainly going to bother the livestock producer bp. 
cause they know, and we know, that they can very economically feeq 
that prize wheat that they are talking about to pretty cheap livestock, 

Nobody can make any money out of it but they are going to do it 
anyway. : 

Chairman SmirH. So if wheat was brought down to feed grain 
price—— 

Mr. O’Ritey. You are going to compound the problem. 

Chairman Smiru. By wheat replacing corn and more corn going 
into the bin? 

Mr. O’Ruzy. That is right. 

Chairman Smirn. There was some testimony here and opinions 
advanced concerning what got us into this tremendous storage prob. 
lem, which of course, is a combination of both acres and yield. 

I think everybody agrees on that. What do you have to say, or do 
you have anything to say about this matter of cross-compliance and 
supporting corn which was not grown within the allotment? 

Mr. O’Rirey. I think that is where we started to get into trouble 
when we had the dual loan rates. We had the little higher loan rate 
for corn producers who participated in it, participated in the allot- 
ment program, and I vi wha about 25 cents or 26 cents or 27 cents 
lower loan rate for those who planted outside of their acreage allot- 
ment. 

Chairman Saarn. Did you personally know people that then shifted 
and put in more corn initend Of staying within their allotment? 

Mr. O’Ritry. Oh, yes, I know there are many farms in north-central 
Towa, in the heavy corn-producing area of this State, that have never 
planted outside of their corn acreage allotment until this year. 

I happen to be one of them. They not only went out of their corm 
acreage allotment, but they went way out. They doubled, most of 
them, their corn acreage. Our corn acreage allotment on our farm 
is about 74 acres, and we planted 145 acres this year because there is no 
incentive to do otherwise. 

Chairman Siri. So that would help account for the 12 million 
acres of corn planted this year in place of 10 million last year in Iowa! 

Mr. O’Rirey. Thatisright. Then the land that was in the soil bank 
last year is plowed up and ready to go, the whole farm, into corn next 
year. 

Chairman Sorrn. If this isn’t too personal, what will happen to this 
corn? Is your corn generally either sold on the market or delivered 
to the Government ? 

Mr. O’Rirey. It is delivered. We reseal, as long as we can, and then 
we deliver to Commodity Credit. 

Chairman Smrrn. So your production on 145 acres will be delivered! 

Mr. O’Riey. That is right; that is to Commodity Credit. 

Chairman Smirn. Instead of 74 acres at a little higher rate. The 
gross number of bushels and gross investment both, that the Govern- 
ment will have off your farm is considerably greater than if there 
had been an allotment on it? 

Mr. O’Rirey. That is right. 

Chairman Sarirn. Ata higher rate? 
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Mr. O’Ruzy. That is right. And I would say that the terriffic in- 
erase in corn acreage is in the high producing area—I mean in the 
lower flatland, and by people who want a farm program, and there is 
no other place for them, not much else for them to do. 

Parity index, the old parity on corn right now would be about $2 
abushel. Modernized parity is $1.64, and I suppose the market price, 
the loan rate in most central Iowa counties is $1.04 or $1.05. 

From the standpoint of cost of the program, in our opinion, a good 

rogram is much cheaper to operate than a poor one, and we have 
bad a program that has encouraged overproduction. 

Mr. Lancen. Mr. Chairman, may I first compliment the gentleman 
for his very worthy statement, and to add as well that I am honored 
to have Mr. Smith referred to as from Minnesota. 

I just wanted to correct the record, however, so that we don’t de- 

rive the State of Iowa. 

Mr. O’Rutxy. He is probably honored too. Minnesota is a great 
State. 

Mr. Lancen. With further regard to that, if I may offer this obser- 
vation relative to your observation to the wheat problem, I want to say 
to you that I hope I didn’t leave any inference this morning that I 
may have had any intention of getting wheat prices to the point of 
where they would offer or would be offered as a competitive feed 
product with corn. gateet 

As a matter of fact, I have legislation of my own which would, I 
think, insure that that would not happen. My only reason for ques- 
tioning in that field was one that I had a real concern about that 
we might not run into the very same problem that we have been 
concerned with here in the past couple of days, relative to corn. 

I can certainly appreciate your statement in that field. My only 
reference this morning was one of determining the relationship of the 
compliance with noncompliance, which I think we had clarified very 
well this morning. 

Mr. O’Riney. I think you will agree that when wheat gets to a 
certain point it becomes a feed grain. You have seen it no doubt in 
North Dakota and all through the area in other years, and people 
now know how to feed wheat to good advantage. 

Mr. Lancen. Without going into that, if I may say this: There is 
a section of our country that raises a quality of wheat that has a very 
high yield, first of all, and is quite adaptable to feed, and I think that 
out of that area comes some of that. 

Mr. O’Ritey. That is right. 

Mr, Lancen. I should like to leave with you, if I may, a copy of a 
statement that I made before the Wheat Subcommittee relative to 
some legislation. I shan’t refer to it here other than if you would like 
tohave a copy of it I will leave it with you. 

Mr. O’Ritey. I would like to have it, Congressman. 

Mr. Naveuton. Mr. O'Riley, I take it from your testimony that 

you don’t feel that the system of low price supports and no controls is 
going to be effective in reducing production ? 
_ Mr. O’Ritzy. No. To the contrary, it will increase production, and 
In my opinion, in the end it is going to break down the entire farm 
program; people are going to revolt against farm programs, in gen- 
eral because it can’t last. 
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Mr. Naveuton. The farmers that you come in contact with both 
your neighbors and those in your capacity as president of the Farm. 
ers’ Union, what is their feeling about this ¢ 

Mr. O’Rirey. I would say that the great bulk of the farmers jy 
Towa feel that we must return to a farm program with allotments and 
controls, and cross-compliance and decent acreage allotments, 

Mr. Naveuton. I have frequently seen statements by the Secret 
of Agriculture to the effect that controls won’t work. 

Do you have any comment on that ? 

Mr. O’Ritey. I have seen those statements. I think he made one 
just the other day. Certainly they will work but they will not work 
when you set out to prove that you aren’t going to let them work, 

I think that is where the policymaking people in the Department 
got into the fix that we are in. People who refuse to pay attention to 
history are going to have to relive it, and this has all been gone 
through before. 

A lot of people, and I believe the Secretary of Agriculture is one 
who has said—and his Under Secretary has said—that the way to get 
farmers to reduce their acreage is to reduce the price. Farmers and 
anyone who has had any experience dealing with farmers know that 
that is not true. 

They are going to try and produce that much more to get the same 
amount of income as they had if they were getting a fair price, ora 
decent price, parity, if you please. 

Mr. Naueuron. I think the Secretary’s position is that in the short 
run it may not be effective, but in the long run reducing prices will 
eventually reduce production. 

Do you think it will ever reach a point where lowering prices will 
reduce production ? 

Mr. O’Rutxy. No, never will, unless we are going to quit altogether. 

Mr. Naveuton. Unless it got to the point where it was uneconomic 
to farm at all? 

Mr. O’Ritey. It is hardly economic to farm now. 

Mr. Lancen. If I may add at this point, and to substantiate the 
statements that have just been made, the staff in my office, upon my di- 
rection, had occasion to make an analysis of each of the crops that 
we have been talking about here today, and this is something that I 
have done for my own personal use and reference. 

We went over all the crops which include wheat, corn, barley, oats, 
flax, rye, grain sorghums—I think we have them all—of the major 
crops, and we made an analysis of the production as compared to 
total disappearance for the last 12 years, and when we look at all 
that we find that the years in which we had the lowest production 
were the years of 1952 and 1953, the time at which we had the highest 
price, both marketwise and supportwise. 

Each one of those crops individually do substantiate that to quite 
some degree. I just want to add for the record a comment or two 
further with regard to that, if I may talk for just a moment with re- 
gard to wheat. 

It is interesting to note that in wheat, under present regulation, 
we are not so far from the point of controlling production to that 
of total disappearance. Our problem has been one of accumulating 
the little discrepancy that has existed. 
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It is interesting to note that in 3 out of the last 5 years we haven’t 
raised as much wheat as the total disappearance has been. There 
are only 2 of them that have caused us any trouble in the matter of 

roducing surplus. 

In that respect—and this research revealed, too, a matter that I 
think we forget altogether too often, and that is talking in terms of 

roduction on a 1-year basis, because there are all too many factors 
that enter into the picture over which we have no control, such as 
weather and wheat that may be rust, or varieties running out, and 
that sort of thing. 

When you talk of production you have to do it as an average. It 
isabout like talking about rainfall. When we say the rainfall in 1 year 
was 24 inches, or something, it doesn’t mean very much. But if we 
sav rainfall for an area has an average of 24 inches, that means 
something. It tells us something about the area. 

The same is true of each of these crops because you do have these 
peak crop years, such as 1958, which I believe was the largest pro- 
duction year in the history of the Nation in practically all of the crops. 

I mention that just for those reasons. Along with that I should 
want to point out that these matters of gaining these statistics do tell 
us something, and that we ought to gain what knowledge we can from 
the experience that we have had over a period of years that we have 
been dealing with the matter of controlling production. 

Mr. O’Ritey. That is right. 

Chairman Smirn. I have a statement here that I think is 
interesting : 

Our approach is sound. The overwhelming majority of agricultural econ- 
omists, like the majority of farmers, endorse what we are trying to do as sound 
and best for agriculture. 

Of course, it isn’t always the majority that are right, but I am 
concerned if the majority think that we have this storage problem 
licked. 

You don’t think the majority of farmers think that, do you? 

Mr. O’Ritey. No, indeed. 

Chairman Siri. That was a statement by Secretary Benson on 
September 21, 1959. 

Thank you, Mr. O’Riley, for coming. 

Mr. O’Rirey. Thank you. 

Chairman Suirn. Mr. Casper, would you state your name and 
identify yourself for the record ? 


STATEMENT OF ROBERT CASPER, VICE PRESIDENT, NATIONAL 
FARMERS’ ORGANIZATION 


Mr. Casrer. I am Bob Casper, vice president of the National 
Farmers’ Organization. 

I want to thank this committee, as Mr. O’Riley did, for the oppor- 
tunity to appear here. I came in late today because I was picking 
corn until the sun got a little too warm. 

We have the problem, as most farmers in Iowa do at the moment, 
of picking a lot of corn that we had no particular desire to raise, 
and there was no market for, and you gentlemen are out here trying 
to find out what is the trouble. 
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We have the problem and it is going to get worse, in my opinion 
I would like to go back a little to the causes behind the predicament 
we find ourselves in. I think that we should look at the record, as 
Mr. O’Riley suggested, I would refer you to this reprint from ‘the 
Congressional Record, to the supplies of grains on hand in 1959, 

In wheat there were 256 million bushels; cotton, there were 2,789,000 
bales; corn, 487 million bushels. I think that if we look at these we 
would say today they are hardly even adequate reserves. Yet they 
are the result of 20 years of a Government program. 

I would like to go to another excerpt from the Congressional Rer- 
ord, and that is the cost of these programs back over the years, ] 
am taking the cost of 1953, 1954, 1955, 1956, and 1957 and the 5 years 
prior to that as perhaps an estimate. 

In 1948, the cost of the programs was $116 million; in 1949, $398 
million; in 1950, $486 million; 1951, $424 million; 1952, $306 million: 
in 1953, $329 million. : 

I don’t believe we can blame Mr. Benson for that because that 
was something beyond his control at the moment, but in 1954 his 
expenditures were $964 million; in 1955, $1,349 million; in 1956 
$1,936 million ; and in 1957, $3,255 million. 

I think if we go back to what happened in these programs—I am 
going to speak from my own personal experience and use figures 
from our own farm because that I know. We had built up, many 
of us farmers, a loyalty to Government programs over the years 
because we felt that it was an attempt by the Government to hel 
farmers solve the problems they couldn’t solve themselves as individ 
uals, so we stayed in them whether or not we might agree or disagree 
on minor matters. 

This was true up until last year until the reaction of farmers on 
the change of program. Mr. Benson came in with his series of 
getting away from production controls, giving the farmers freedom 
and lowering price supports, which would lower the incentive, he 
thought, to produce crops. 

Speaking as an individual farmer, we run a business. Contrary to 
popular opinion, it costs just about the same to maintain a family 
on a farm as it does anywhere else, so we have a basic cost of main- 
taining a family plus the expenditures that keep us in business, 
machinery, taxes—which are rather high, and so on. 

As we lower the price on any commodity, the farmer has two 
alternatives. He can lower his standard of living or he can increase 
the units of production. Most of us have increased the units of 
production. 

He has two alternatives here. He can acquire more land or he can 
shift acres of the crops that he has. Here in the Middle West, this 
is arich country, but we have only two grain crops that actually return 
a profit consistently : corn and soybeans. 

So as we get into this cost-price squeeze and we attempt to raise 
more and more units, we slip from oats and things like that into 
corn and soybeans and this is what has been going on. 

These are the crops. Soybean uses have been expanding, but we 
are just now in the last year beginning to get into surplus problems 
here. 
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Corn, which is the big money crop in this area of the Middle West, 
has been the one that we have been converting to. It doesn’t make 
much difference how low you put these prices, corn is still going to 
be the high profit crop in the Midwest, so that you are faced con- 
tinuously, no matter what you do with corn, as long as you have no 
controls, with more and more going into whatever storage you may 
find necessary to provide. ( 

Looking at our own farm, for instance, we have always stayed in 
our allotments. Last year, for instance, our allotment was 150-some 
acres. We had no cross-compliance or anything like that. We in- 
creased our bean acreage to something over 300 acres and cut down 
on oats and clover, which is poor conservation, but it is generally 
done by farmers in an attempt to meet this cost-price problem. _ 

This year we have this new program where we have no obligation 
to support any program, apparently. We were given our freedom 
and we could raise anything we wanted to, and all we wanted to, and 
it was supported at $1.08 in my county, less cost. 

So we shifted to something over 450 acres of corn, and something 
less than 100 acres of soybeans. 

I think this is typical of what is going on all over the country, and 
the Government says we have a crop of 4,400 million bushels. I think 
they are exaggerating by perhaps 1 to 200 million bushels, if that is 
any comfort to you gentlemen, because I think the thing they are for- 
getting is that. as you go to all corn, you begin to put a lot of land into 
corn that won’t produce as we do when we keep the allotments in effect. 

So that your acreage yield, average, will go down, in my opinion. 
Here in the State of Lowa we have some pretty good land. I travel 
pretty widely and I don’t think there is a 68-bushel yield in Iowa or 
anything too close to it. 

We have a lot of land that simply isn’t going to produce that kind 
of yield. But I think we have something to worry about on the 
other side, this shift just commencing. 

Flying over the Midwest this summer, there were still lots of acres 
in small grain, and the potential—if this corn program isn’t solved, 
to get us in shooting distance of a 5-billion-bushel corn crop, because 
the farmers will shift to a greater extent than they have this year. 

The fertilizer is there to produce the yields, and I think that it 
might be wise to remember that this was not a particularly good crop 
year on farms. It looks like we had a real good year, but we had a 
very late spring all over the Midwest, or in large areas at least. 

We had a lot of trouble getting our crop in. It didn’t go in in good 
condition in many places, and in wide areas it quit raining altogether 
for a long time. 

Chairman Smrrn. You think with this great amount of moisture in 
the soil this fall, and good weather conditions to work the soil next 
spring, that we might have a bigger crop than we had this year? 

Mr. Casrer. I would almost bet a little money if I was a gambling 
man, that we will have a bigger corn crop next year, and maybe by a 
great deal. 

I think there will be a much greater shift next year into the cash 
crops. This is the only place the farmer can go to meet this cost- 
price squeeze, shifting to the only crops that will provide him a profit, 
and corn and soybeans are the only ones, unless they shift the ratio of 
loan rates between corn and soybeans in favor of soybeans. 
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At the present time it is in favor of corn, so there will be more ofa 
tendency to shift to corn. 

I want to agree with Mr. O’Riley further that there is a great 
fallacy in the idea that we are saving money when we lower price 
supports. 

What happens out on the farm? On our own farm, for instance, 
we keep corn for about 3 years at 16 cents a bushel. You can figure 
that up yourself, on storage, and then it moves into commercial 
storage, and I forget the rate, but 3 or 4 cents to get it in and out of 
storage, plus commercial storage for perhaps several years. 

So you have a much greater per-bushel cost than you would haye 
if you would develop a program that would keep down this production 
to start with, to say nothing of the fact that as you lower the cost of 
these grains, or support programs, you take a terrific loss on i Inventory 
that the Government : already has. 

When you have 1,800 million bushels of corn, or something like 
that, and you drop the price supports two bits a bushel, you have lost 
that on your inventory. 

I think that completes my basic presentation, and I would be glad 
to answer any questions. 

Chairman Suiru. As to your farm, what would your estimate be 
concerning the total investment the Government will have in the 
price support program on your farm under lower price supports and 
no allotments comp: ared with what it had previously with allotments 
and little higher prices ¢ 

Mr. Casper. It would run a tremendous amount of money. 

Chairman Situ. More? 

Mr. Casper. More. The thing is, if you develop a program that 
will prevent the production in the first place, you don’t have this prob- 
lem of storage to the extent that you have now. 

Just figure, for insti ince, here we have 450 acres of corn. With the 
normal vield, this is going to become the obligation of the Govern- 
ment to store somewhere next year, and if the same program goes on 
pile another 30,000 or 40,000 bushels onto the next year. 

Well, we may have to provide that storage; w hether we do or some- 
one else, it makes no difference because the Government will be paying 
the bill. No one wants this corn. We don’t want to produce it even: 
it’s poor soil conservation, and farmers are conscious of this, but 
nevertheless they are also conscious of the fact that they have some 
bills to meet and they want to maintain their standard of living, and 
that is the thing that will do it. 

Chairmen Sarrx. Perhaps it’s kind of foolish to read this quote, 
but. one of the things we want to do is straighten out the record for 
our fellow committee members and Members of Congress. I havea 
quote out of the Wall Street Journal, which is of course an expert 
farm paper. This is on November 20: 

A Benson lieutenant declares: “I figure that net worth of the average cot- 
mercial farmer has increased more than $50,000 since 1942. How many city 
people do you think can say the same?” 

Before I proceed, let me say we have a lot of Members of Congress 
from city districts, and they don’t know but what this is true, you 
know. 

Do you have anything to say about that ? 
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Mr. Casper. Well, I don’t know what the figures are they use, but 
one thing might be that if you were to eliminate a large percent of 
the farmers to the extent of perhaps a million units, it might well be 
that the rest acquire the thing somewhere. Of course, it might be 
hanks and insurance companies supplying the money, as far as that is 
concerned. a é, 

Nevertheless, as you eliminate farmers, certainly the net. worth of 
a farm is going to increase because the farm operation would increase. 

Chairman Smirn. There might be 3 or 4 percent that have done so 
well but not very many ? 

Mr. Casper. That is right. Also the indebtedness on farmland has 

increased tremendously the last few years. I believe it is up around 
$19 or $20 billion. It is at an alltime high, at least. 
“Mr. Naventon. I have here a press release issued by the Depart- 
ment of Agriculture on Secretary Benson’s talk before the national 
mechanical cornpicking contest on October 16, 1959. The press re- 
lease mentions that the Secretary pointed out that the new corn pro- 
sam is in no way responsible for this fall’s hog prices, since most of 
the corn fed to hogs this year was produced under old price-supported 
acreage control program. 

Moreover, he points out that the prices have fallen nearly $10 in 
past year's under the old program. 

Would you have any comment on that ? 

Mr. Casper. The thesis of the old program was that you would 
sipport feed grains at whatever level you might and livestock prices 
vould gravitate around that level. 

For instance, in 1955 and 1956, hog got very low but we had $1.50 
orn loans and that was an unprofitable feeding ratio, so they cut 
back on hogs. There is a lapse of time, a timelag, and in this much 
he is right: between the movement of livestock cycles and feed grain 
production I think we might well have had a drop in the hog market. 
However, this has been coming on for the last couple of years, 

As soon as they begin to drop the price supports then you had a 
very favorable feeding ratio and hog production starting climbing. 
This will continue until the hog feeding ratio becomes unfavorable 
with dollar corn, or less. It is going to have to go considerably lower 
than it is now before they cut back production. 

Mr. Naventon. You think the Secretary’s program might result 
inhog prices falling even lower? 

Mr. Casper. Oh, I think so, yes. 

Mr. Naventon. I have another statement from the New York 
Times, which quotes from a report by Dr. Olin J. Scoville, who is Chief 
of the Cost Income and Efficiency Research Branch of the Depart- 
ment of Agriculture Farm Economic Research Division. 


The quote 
from Dr. Scoville is: 


_A forecast for several years of a burdensome surplus of feed grains result- 
ig in costly storage problems and a constant threat of surplus livestock pro- 
duetion. 

Itake it from your previous testimony that you would agree pretty 
mich with that ? 

Mr. Casper. Yes. 85 percent of feed grains go through livestock, 
ind all you have to do is produce a lot of feed grains and get it cheap 
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enough and sooner or later you have trouble in all fields of the liye. 
stock business. It is inevitable. 

Mr. Naueuton. One of the statements I have seen reiterated by the 
Secretary of Agriculture fairly often is that the free segment of 
the agricultural economy is doing best. 

In other words, he is continually talking about livestock priceg by. 
ing high. He would generally point to that as an example that the 
free segment of the economy 1s doing well, while those commodities 
which might be under support were doing poorly. 

Do you think there is any validity to that ? 

Mr. Casper. No. In the first place, when you support feed grains 
you support livestock, but when the feeding ratio becomes unfavorable 
it cuts back production so that you do bring that into balance, 

I think we can go a little further than that. They use the classic 
example of the beef industry. They say that it is completely free, 
Well, actually it has been under control by the Government so lone 
that people forget that it does have Government control. r 

We control the supply of beef in this country by import quotas, by 
quarantines, and all this type of thing. 

One economist that we work with has estimated that if you removed 
all bars altogether, and let cattle flow in the world markets on a free 
basis they would be running at about a third of the price that we nor- 
mally get. Whether this is true or not, I am sure that it is getting 
awful close because we know that they allow so many Mexican cattle 
to come in, so many Canadian cattle, and so on, and from most cou- 
tries none at al] because of quarantine laws. 

So we have no free segment. 

Mr. Naveuton. Incidentally, what has happened to egg prices 
recently ? 

Mr. Casper. Well, frankly, we buy ours, having long since given up 
raising them. 

Mr. Navueutron. Do you think that is tied in with the availibility 
of feed ? 

Mr. Casper. Oh, yes, all livestock and feed consuming units on the 
farm are tied to that. 

Chairman Smrrnu. As far as our storage problems are concerned, 
you share the fear that it is going to get worse next year under this 
program than it is at the present time ? 

Mr. Casper. Yes, and I am worried about the repercussions in many 
fields. For instance, their inability apparently—whether it be Con- 
gress, the administration or who—to face up to their responsibility 
and to conduct a program that makes some sense financially. There 
are some inferences in the budget that I don’t think any of us like. 

No one is apparently satisfied with the defense budget but they 
say “This is all we can afford.” Yet we spend $6 billion on a farm 
program which doesn’t do the farmers much good. 

Yet the problem itself is not very hard to solve, I believe. I am 
quite sure I have talked to you, Neal, and that you can solve it without 
much trouble—you and the other gentlemen, I imagine, also. 

Chairman Smrru. Your general thesis also is that you need to have 
some controls on the production per farm of corn, or feed ains! 

Mr. Casper. I think that is right. I also think there is another 
tremendous opportunity if we would attack it from a little different 
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angle. We are much closer to a balance between supply and demand, 
inmy estimation, in the livestock field than - of us suspect. 

We figured this last year’s corn crop which, up to this year, was 
the largest on record, almost completely disappeared. This hap- 

ned without completely destroying the hog market, and it hap- 

ned without ruining the cattle market to the extent that we might 
have anticipated, and we also imported a lot of meat from the other 
countries. 

It would seem to me that our problem is actually one that we 
have no mechanical method, no mechanism to develop secondary mar- 
ket outlets. We have to break the level at which livestock, grain or 
anything else moves completely dowa to where the low income group 
will buy that production, ignoring the fact that most of the people 
can pay the price that is fair. ' 

If we can develop a marketing system either by private enterprise, 
or it can be done through a Government program, developing a fund, 
possibly a checkoff on red meat, that could subsidize, in etfect, these 
secondary markets, you could put a lot of meat, for instance, through 
school lunch groups or old-age groups. 

I understand there is a considerable foreign market at about half 
the American market. Today we have no means of moving into 
those areas without breaking our whole price structure down to the 
world market level. 

I think this might be a very practical solution because the per- 
centage of surplus is not great. You could maintain, for instance, 
90 percent of the market and check off $1 or so a hundred, and find 
secondary outlets for the other 10 percent we might develop a wide 
open agriculture, in my opinion. 

Chairman Smirn. Congress passed a $250 million bill for food 
stamps just this last session, which is in effect a secondary market 
for those that can’t afford the meat. 

I personally experienced on the welfare board down here that you 
could have meat sell for almost nothing and there still are some 
people that can’t afford it, that is all there is to it. They just don’t 
have the money, and there is certainly some room for saying that 
some.of this grain could be converted into meat or dairy or protein 
products and distributed in that manner. 

We hope, anyway, that the food stamp program, $250 million worth, 
will help along that line. 

Mr. Casper. Seems to me, Mr. Chairman, that if we would start 
with something approaching parity prices for farmers and put on 
the farmers the obligation of taking care of any surplus they develop 
through a checkoff, it would be better. 

In other words, it doesn’t seem to me that we should go to the 
Government for this $250 million if the farmer receives a fair price 
for his products; check off from that whatever it takes to get rid of 
his surplus. 

I think that is our obligation as farmers. T don’t think they will 
back away from that, but I think it would beat going to Congress 
each year for $250 million. 

Chairman Smiru. Won’t that in effect be making the farmers them- 
selves, only 8 percent of the population, take all the responsibility for 
feeding the people that are in low income groups? 

64140—61—pt. 3 —9 
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Mr. Casper. I don’t believe so. It seems to me that it would be 
putting on them the responsibility for keeping their own house jp 
order. 

I think they will do this but I then think they have to perhaps 
have some legislation passed that would give them the ability, the 
right to do so. “f 

Chairman Smirn. Some assurance they are going to get some 
reasonable price for what they do sell ? 

Mr. Casper. I think that is right. We have a right to a price for 
what the market will take, but it is our obligation to take care of oyr 
own surplus—as the fruit and vegetable people have—and they do 
this pretty satisfactorily. ; 

They maintain their market and they check off enough to develop 
their secondary markets and carry on research for that purpose, and 
so on. I believe this is quite a practical approach. 

Chairman Smirn. Thank you, Mr. Casper. 





STATEMENT OF GEORGE POTGETTER, BUSINESSMAN AND PREsI. 
DENT, IOWA SMALL BUSINESS WAREHOUSEMEN’S ASSOCIATION 


Mr. Porcerrer. My name is George Potgetter, and I live at Steam- 
boat Rock, Iowa. I am in the grain business and have been for 40 
years, in the same location. I am president of the Iowa Small Busi- 
ness Warehousemen’s Association, composed of some 200 privately 
owned and operated and taxpaying country elevators. 5 

I appreciate this opportunity to put in my nickel’s worth. I agree 
with much of what has been said. I think you gentlemen are getting 
a wealth of information, and I am sure I have. 

I have studied this problem much of my life and am as interested 
as anyone. I hope I can make a small contribution and fill in a few 
blanks that seem to me to be blanks. I will ask you to pardon my 
personal references. 

I will speak from specific facts, my own operation. Our plant is 
very much an average operation in the State of Iowa, and as such its 
service to the community either through private enterprise or through 
Government operations, has made it the meat in the sandwich. 

Much of the discussion today has been around the overall national 
problem, and the individual farm problem, ASC and CCC problem of 
storage with very little reference made to the fact that the country 
elevator is the meat in the sandwich. Without that none of this 
could operate. 

We feel we are partners with the Government in their operation of 
country elevators, or in this operation of country elevators, to help 
make this program work, and we are proud to be partners. 

Much of this information about cost accounting 1s very vague be- 
cause it lapsover. The cost accounting, for instance, on Government- 
sealed bins storage in the country excludes the services necessary in the 
form of $200,000 elevators with $100,000 year expense accounts, and 
it would be very hard to level off the share of the expense involved. 

To give you an idea of what the average country elevator consists 
of—and I think mine is not so much average as representative of the 
greatest number—we have a $200,000 plant, with $90,000 expense 
account per year. We have eight steady employees the year-round 
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and we have scales that weigh the grain in and scales that weigh it 
out; trucks that haul it when necessary. 

We also have $1,000 worth of testing equipment, portable machines 
to load and empty bins, calculating machines, telephone, and desks, 
all of which we put to the disposal of ASC men. We even furnish 
them with free coffee and a desk space, which we are glad to do. 

All of this equipment is available to the ASC and the CCC at any 
time they want to ask for it. Periodically during the year they have 
reconcentration ; they have oats or beans they want to move in or out 
and we follow instructions and do what they want us to do, and we 
take the pay they offer to give us. We don’t negotiate for a rate. 
Weare told what to do and we are told what they are going to pay us. 

Chairman Smirn. Do you think that this rate they are giving on 
in-and-out charges is a fair rate? They indicated they thought it was 

ir rate. 
Step Poicnrres. I think it is a fair rate. It so happens that the 
Government, through the ASC and CCC, utilizes our facilities and our 
whole setup probably 2 or 3 weeks in the year to take inventory of the 
corn. We maintain it the other 1114 months of the year, so that it is 
available for the Government when and if they need it. 

It is a good deal like a man who buys a truck. If he has a load of 
grain to haul to market, he doesn’t buy it, but he hires it because it is 
so much cheaper. ‘The Government hires an elevator because it is so 
much cheaper to do that than buy one of their own. 

Qne in southern Iowa runs just for Government corn, and their cost 
runs about 30 cents a bushel because it carries the whole cost of opera- 
tion or existence for only 2 or 3 weeks’ operation. 

To get down to specifics, what do our services consist of? Once a 
year the railway allows us to ship a cleanup car, a carload of grain, 
1,500 bushels, and you pay for 1,500 bushels of freight, whether there 
isthat much in it or not. 

Once a year you can ship half a car and pay only freight on the 
half car, and for another whole year you can’t ship a cleanup car. 
Invariably the Government uses our cleanup privileges and then 
we are deprived of using it when we very often need it for ourselves. 

Right now we have a part of a car, 900 bushels of corn left from the 
tail end of receipts of Government corn this fall, and the cleanup car 
had been used, so we have those 900 bushels of Government corn in 
one of our bins that holds 5,000 bushels, and we are deprived of the 
use of 5,000 bushels of bin while we are waiting disposition—probably 
next fall—of this 900 bushels. 

Like a lot of small towns, we have to drive to neighboring towns to 
bill out a car of grain. We loaded a good many carloads of Govern- 
ment corn this fall and we had to drive to Eldora to get every bill of 
lading signed. It takes time, money, and gasoline to do that. Man 
times it starts to rain when we have a string of cars at the elevator to 
load for Government corn and it rains so they can’t deliver it so we 
pay the demurrage on the cars. 

There is no provision for the Government to reimburse us. The 
Government weighs and grades their grain, and between those weights 
and grades and the terminal weights and grades, we take the! Hine 
and they take the profit. We have to furnish the cushion. 
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_ That is part of our overhead, and we are not particularly complain. 
ing about it. The Government has to do business on a strict basis 
but it is part of our overhead. 

Chairman Smiru. Shrinkage, you are talking about ? 

Mr. Porerrrer. Could be shrinkage or loss in transit, difference in 
judgment on grade. At least, we invariably wind up that four cars 
out of five we will lose a little weight against one out of five that we 
might gain a little on, so our losses accumulate. 

Our costs are continually going up, as you know. Even now the 
railway wants to raise the rental on ground that we have been on for 
75 years, from a nominal rate to five times what we have paid in the 
past. 

Something was said today about blending. I would like to refute jt 
for the reason that while I realize a large terminal elevator can buy 
100 carloads of No. 1 corn that has no damage, and buy 5 or 10 ear- 
loads of 5 or 10 percent damage, and with machinery and equipment 
can blend that out. We can’t do it. 

We have 200,000 bushels of Government corn in a sealed bin in the 
country and we are taking free corn every day and shipping it, but 
we can’t dip a little of that good corn or bad corn and haul it in and 
blend itin. Itecan’t bedone. The machinery isn’t there and we won't 
attempt to do that because it is a good deal on the theory that you 
have two glasses of water, one dirty and one clean. 

If you dump them together you don’t gain anything. You have 
two dirty glasses of water and you are worse off than before. 

Chairman Suiru. Do you have individual bins, or why don’t you 
blend ? 

Mr. Potcrrrer. Well the bulk of our corn is in large plant stora 
several hundred feet from the elevator and free corn that we buy an 
sell for the market is in the elevator proper, which is available to put 
in and out of boxcars and to blend that you have to have like a terminal 
elevator, have them all in bins under control so that you can mix it out 
with proper machinery to know that you are putting the right amount 
in and not too much. 

Something was said today about the cost of building storage. We 
built a steel bin storage with the promise that it would be 29 or 30 
cents a bushel, and when we got the building built and filled, instead 
of holding 110,000, it held 94,000 bushels, and we could not get any 
more in. 

There was nothing we could do about it, but it raised the cost of 
bushels considerably above what we thought. We spent several hun- 
dred dollars to grade the land and fence it and the result is that we 
wind up with a considerably more cost than 30 cents a bushel. 

Then to fill and empty we bought a $5,800 grain elevator which we 
felt was indispensable. You have to buy some kind of machinery to 
fill and empty and a lot came in pretty dirty and fine corn prevents 
aeration, and so we cleaned it, we took three-quarters of a percent 
shrinkage in weight, which is a dead loss to us, but we felt it would 
help keep the corn from spoiling. 

diiomen Smirn. Did you gain in grade? 


Mr. Porgerrer. No, it doesn’t have anything to do with the grade. 
Mr. Naveuton. Isn’t there a premium for corn with less than 2- 
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Mr. Porerrtrr. This was already less than 2 percent. I took the 
2 percent out because it spoiled the aeration. 

Chairman Smirn. You gained a premium there, didn’t you? 

Mr. Poreerrer. No, no premium. It was already less than 2 per- 
oekaiewien Smirn. When was this building built you were talking 

ut? 
. PorcetTer. Well, I built one in 1956, and one last year. I have 
another plant at Wellsburg where I built two bins m 1957 and 1958. 

Chairman Suir. You mean in 1958 a flat storage plant cost you 
more than 30 cents a bushel ? 

Mr. Poreetrer. Oh, yes. 

Chairman Smiru. What capacity was it? 

Mr. Porcetrer. One hundred to one hundred and ten thousand 
bushels. I got 94,000 in it. Then to show you some of the things 
that can happen in the form of expenses that can’t be anticipated by 
sitting at the table and working your plan ahead, we had one building 
in bad condition that looked like it was going to break out. 

Rather than ship it out, I built another building because the count 
ASC said they would like to have another building, and “why don’t 
you build it?” ‘They said, “move the corn over into the new building 
and repair the old building and have that for the takeover this 
fall.” 

This happened last spring, so I did and moved the corn over, cleaned 
it, aerated it, mixed it up, improved it some. Then there was no 
takeover except 30,000 bushels of high sealed corn and it was not 
enough to make the aeration work, so I am stuck with that, a half 
empty building with not enough to use aeration. 

wouldn’t have built it except that the Government insisted they 
would have the corn and I can see they did think they would have it. 
Ithought so, so we were both wrong. 

fs: Wavosron. Until this year, have you been pretty well able to 
get as much Government corn as you could handie? 

Mr. Poreerrer. Half the time I would say. 

Mr. Naveuton. About how many instances would you say there 
have been where you requested Government corn prior to this year? 

Mr. Porcerrer. This last year the price of corn stayed above the 
sealed price, so there was no takeover except high sealed corn, and 
there was very little of it. 

Mr. Naventon. How many instances have you requested Govern- 
ment corn and not been able to get it prior to this year? 

Mr. Poreerrer. That would be hard to say, four or five times. 

Mr. Naveuron. Substantially though you have been able to get it? 

Mr. Poreerrer. As a rule, yes. We have not built an excessive 
amount of storage, 200,000 in each place, in addition to the country 
elevator. I don’t want to bore you with a lot of details. A lot of 
this stuff becomes repetitious, but I want to say that country grain 
dealers—of which I am one—are as interested in solving the overall 
problem as all of you are. 

8 are partners of the Government in doing one little service be- 
tween the farmer and the Government. We have always cooperated 


and we will always in the future, and we hope that we can find a 
solution. 
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I believe as Representative Ben Jensen said; he has a very good 
solution. I have agreed with the theory that to ‘pay in kind is a good 
thing, and finding “other outlets is a good thing, but we have i: get 
back to controls, as Mr. O’Riley says, on these individual farms, 

My customers know me. I am well acquainted and every one of 
them simply increased acreage this year because of the change in the 
Government program. If it hadn’t been changed they would have 
stayed under the program and raised less corn. 

There is no one solution for this problem. I think it is a good 
deal like a business that starts to fail and nobody can walk in there 
and make one decision as to what. will cure the ails of this business, 
but over the period of years, doing many small things, cross-com- 
pliance, for instance, and many small things, we can gradually improve 
the program and make it work. 

Certainly I don’t think that we are in bad shape for having 325 
million bushels stored in Iowa, considering the amount of grain we 
raise. One crop failure, one war and we might be glad we have it, 
It has added to the total of national wealth. It i is a natural resource, 
I think we shouldn’t get any bigger, and the only way to do that is in 
some way cut the pr oduction and increase the consumption, and the 
rest of it will iron out. 

Chairman Sairn. I am glad you came because you represent ele- 

rator operators who obv iously are a legitimate part ‘of our grain deal- 
ing economy and we get into differences between the categories of 
people that might be in the storage business. 

Everybody, I think—as far as I know—agrees that these operators 
that are going to be in the business, not only ‘today or while this prob- 
lem happens to be here, but in the future, and are stable businessmen 
in their communities, need the capacity to store a normal amount of 
storage in that area. 

The question comes in this respect. We have 325 million bushels 
now. Is this the amount of storage that we need normally, or should 
we have more commercial storage than we have now, and if we do 
increase the commercial storage, we will say in your town there, and 
next year there is a big takeover and somebody comes in and builds 
bins next to yours out there, then you have a normal year a little 
later, and one or the other of you is going to sit there with empty bins. 

Is the best thing to do to have somebody else come in and build some 
new storage at the commercial rates, or should the Government put up 
some bins for this temporary overflow ? 

That is what we are getting downto. What is your opinion on that! 

Mr. Porerrrer. I wouldn’t like to see the competition any more 
than anybody else. I certainly think, as a national policy, it would 
be wrong to let a lot of amateurs go into the grain business. 

I have been in it 40 years, and Just think I am beginning to learn 
about it now. I don’t know what the poor guy would do just starting. 
We go down at nights lots of times to turn the switch on to aerate 
the corn. We put ‘thermometers in it. Its like tending a sick baby. 
Corn isa live article. It doesn’t act like sand; it takes continual care. 
We have had our share of bad luck with corn. Definitely I think it 
should stay in the hands of private enterprise if they w ant to build; 
if not, let the Government build it. 

Chairman Smirn. Do you think in your particular area that—what 
is your total capacity ? 
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Mr. Poteerrer. 300,000. 
Chairman SmirH. Speaking on the average then, there would need 
to be an additional 100,000 in the next year, if it is an average com- 


ty. 
m0 ion think that 100,000 they should put up for bid, let anybody 
puild a 100,000 bushel capacity that wants to and pay them 16 cents 
a bushel ? 

Mr. Porererrer. No, I think they should approve the grain dealer 
and ask him if he will build. 

Chairman Smiru. Of course, in free enterprise, you have to let any- 
body build that wants to. 

Mr. Porerrrer. Well, in the past it has been done by letting the 
Jocal elevator build if he wants to; if not, the Government put up 
sealed bins, except in a few cases. 

Chairman SmirH. Do you think that in your community, the 
amount that you have there, 300,000, except for abnormal circum- 
stances, is perhaps fairly near the right amount of storage for that 
area ? 

Mr. Poreerrer. Well, it would be hard to answer except I would 
guessso. I wouldn’t like to see it increased any. 

Chairman Smiru. Do you think the 100,000 that we will add next 
year, in your best judgment, is considered temporary overflow ? 

Mr. Poreerrer. It would be temporary. I would rather not see it 
at all, because it will break the whole program down and we will all 
lose. I am interested in seeing this program work, and it can’t work 
by continually piling up surplus. 

As long as it is created, somebody will have to store it and either 
private enterprise should do it, people in the business, or Government 
storage. 

Mr. Naucuron. What percentage of the grain in your elevator is 
Government corn ¢ 

Mr. Porcerrer. There are 250,000 bushels of Government corn 
there now, and the corn that we own varies all the way from nothing 
to 5, 10, or 15,000 bushel. The corn we are taking in today is wet; 
you can’t keep it. It has to be shipped to drying places. It all 
depends on the circumstances and conditions, how much we have. 

Mr. Naveuton. So you have quite a few times as many bushels of 
Government corn as you do of privately owned ? 

Mr. Poreerrer. We do right now. 

Mr, Navenron. And you would have a difficult time paying the 
rent or the expenses on your place if you didn’t have Government 
grain ? 

Mr. Poreerrer. We wouldn’t have built this extra storage if it 
hadn’t been for Government grain. 

Mr. Navenron. What is going to happen now if some of the Gov- 
ernment grain already in were moved out? You would have a difli- 
cult time, I am sure. 

What would happen if you built another 100,000 bushels next year 
and after that Congress refused to appropriate more money for 
Government programs? 

Mr. Porerrrer. The ax is hanging above our head, that is why we 
are all slow and reticent to comply with Government requests to build 
more storage. We are all thinking of getting stuck with empty 


buildings. 
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Chairman Smirn. Are we getting into the area where, for you to 
build additional storage, it would be an exceptionally high risk? 

Mr. Poreerrer. That is right. 

Chairman Smiru. And if you have anything exceptionally risky 
you have to pay more than it is worth to get it, don’t you ? 

Mr, Poreerrer. That is right. 

Chairman Sairu. In order to encourage you to build at this high 
risk, they are going to have to pay you so much that you can almost 
pay for it ina year or you don’t build it ? 

Mr. Porertrer. That is right. 

Mr. Lancen. I don’t know whether I understood the organization 
of which you are an officer. 

Mr. Porcrerrer. Independent elevators in Iowa, all of which store 
Government grain. 

Mr. Lancen. I don’t know whether this is information that you 
might have or not, but I note that in 1952 there were 722 State-licensed 
warehouses. 

The question I was thinking about, How many of these warehouses 
may be cooperatives ¢ 

Mr. Porererrer. Well, probably 350 cooperatives, probably 700 or 
500 private, and of those, some aren’t in the Government storage busi- 
ness. Some of them don’t have a warehouse license, and some are in a 
very small way. Two hundred in the warehousemen’s association are 
operators of about my size, 300,000. The real big ones don’t come in 
and the real small ones don’t. 

Mr. Laneen. The response from the respective groups, whether they 
are cooperative or independent, has been about the same in providing 
storage ? 

Mr. Poreerrer. I would guess so. 

Chairman Surru. Thank you very much for coming in and giving 
us your point of view. I think it is good for the record, and we ap- 
preciate it. 

Mr. Poreerrer. I appreciate the opportunity, and thank you. 


STATEMENT OF ROBERT L. SKINNER, EXECUTIVE SECRETARY, 
WESTERN GRAIN & FEED ASSOCIATION OF IOWA 


Mr. Sxinner. My name is Robert L. Skinner, executive secretary 
of the Western Grain & Feed Association of Iowa. 

Congressman Smith, Congressman Langen and Counsel Naughton, 
we appreciate the invitation to appear here. 

Chairman Smiru. Would you describe for us a little more fully for 
the record the nature of your association ? 

Mr. Sxrnner. Yes, sir. I have that in my statement. Our offices 
are located at 401 Shops Building, Des Moines, Iowa. 

The Western Grain & Feed Association of Iowa is composed of 1,011 
independent grain and feed dealers, the majority of which are located 
in Iowa. Approximately 75 percent of these 1,011 members are en- 
gaged in the grain business and are licensed warehousemen. 

The purpose of this statement is to place on record major points of 
the warehouseman’s responsibilities and obligations in relation to the 
grain storage situation and to clarify his position of service to the tax- 
payer and responsible Government agencies. 
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First, I would like to say that the price-support program and the 

ain-storage problems were not brought about by the grain trade. 

jor to these programs the grain trade was moving along, perform- 
ing itsnormal functions and expanding and providing services within 
the limit of prudent business practices. 

When the farm program came along all of this was changed. The 
corn was stored on farms. Soon there was not enough storage space 
on the farms so the corn was stored in Government bins and local ele- 
vators.. The local elevator operator was called upon to help with this 

rogram because of his experience, know-how, and facilities. The 
lenment realized the important role of the grain elevator and that 
iswhy Congress, in establishing the Charter Act of CCC, provided for 
the usual and customary channels, facilities, and arrangements of trade 
tobe utilized insofar as practicable. 

From the very inception of the storage program, with the possible 
exception of the war years, the Department of Agriculture has con- 
tinuously called on the grain trade to provide services and facilities for 
the proper administration of its programs. This is only in keeping 
with CCC Charter Act. 

From the beginning, in many instances, against his better judgment, 
the warehouseman has met what he considered his obligation under the 
Charter Act to furnish facilities to carry out the price-support pro- 
grain. ! 

In no case, in general economy, would any other business enter into 
an investment with a market probability picture that is presented by 
grain storage. A warehouseman can see where a change in law or 
policy can empty him overnight. A situation over which he has ab- 
solutely no control. He can’t improve his services or offer more at- 
tractive buys to regain this market. 

The established grainman, who is in the certain majority in servic- 
ing Government support programs has never entered into a storage 
contract without weighing his responsibilities and obligations against 
asupposed return on investment. — 

Aside from natural contingencies such as the drought of 1956 we 
must consider the day-to-day risk of occupancy which confront any 
warehouseman. 

To point this up, Des Moines warehousemen in the last 5 days have 
had upward of one-quarter of a million bushels of corn ordered out 
of storage—152,000 of this occurred yesterday while this hearing was 
in session. From all present indications there will be no grain avail- 
able to refill this space until the spring months. We think this graphi- 
cally illustrates our point. 

Let us examine true cost figures relative to bin site versus commercial 
warehouses. We cannot argue with figures presented yesterday on 
bin site erection costs and prorated bushel costs. We assume they are 
correct as far as they go. However, we feel that true cost figures in 
bin site storage are lacking in several cost factors. 

We feel that in addition to the storage costs in steel bins, CCC should 
add to the cost of every bin site in Iowa the cost of a headhouse and 
tailhead facility, complete with transportation, receiving, condition- 
ing, and loadout equipment with at least 50,000-bushel workspace 
completely staffed with experienced, permanent employees. 
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In reference to yesterday’s testimony concerning per-bushel costs of 
grain stored in Government bin site facilities, we would like to intro. 
duce into the record “Marketing Research Report No. 93” prepared by 
USDA in cooperation with the lowa Agricultural Experiment Station, 

This study was conducted in 1955 and is the most comprehensive 
work covering related costs of storage of grain in country elevators, 
bin sites, and on farms. Table 22, page 36, gives for a 3-year period 
the adjusted cost. per bushel of 9.27 cents per year per bushel in 
400,000-bushel bin site. This figure drops to 7.91 cents per year per 
bushel in a 1,500,000-bushel bin site. 

We have not had the time to investigate the apparent differences jp 
figures presented yesterday and the above figures, but we feel that 
they merit serious consideration. 

This is a point where we must set the record straight. Mention was 
made of the premium and discount accounts wherein a warehouse- 
man could blend off and/or ship lower quality grain than his 
obligation. 

The implication being that the warehouseman utilizes good CCC 
stock and returns bad stock in its place. It must be remembered that 
if a premium account is built up it had to be built from premium 
grain delivered against a lower obligation at a previous time. If this 
argument is entertained at all, we must assume he robbed his own 
stock at this previous date giving better for worse. 

In short the warehouseman is absolutely responsible for quantity 
and grade of every kernel of corn delivered to him for storage by 
CCC. Rint 

The true picture of shrink can only be obtained when a facility is 
completely loaded out. ‘ 

The figures presented yesterday by ASC personnel did not contain 
provisions for actual shrink from their stocks as this can only be ob- 
tained when all of their facilities are completely emptied and shipped 
out. 

This is a point for the State ASC to consider and correct us if 
wrong, but in our partial survey we find that warehouse stocks at this 
time in some cases date to 1950 crop. 

It is a matter of universal record that CCC, particularly of older 
stocks, are short weight on the unloading end. Our point at this point 
is that a warehouseman must not only stand any inventory shrink 
but, and even when stored commingled, when shipping his warehouse 
grain the warehouseman must also pick up the transit loss on older 
stocks of corn. 

The majority of warehousemen, even if storing commingled, do in 
fact store the most part of grain actually identity preserved. 

From our appraisal of testimony yesterday, we must assume that 
blending, in the case of the warehouseman, assume a disagreeable 
aspect wherein in fact prudent warehousing and use of blending 
facilities have many times proved beneficial to CCC. 

Testimony yesterday indicated that CCC could reduce their de- 
terioration loss to zero if they had blending facilities. We might also 
add that blending facilities mean a normal grain operation. 

Binsites have no return while a warehouseman must return a sub- 
stantial percentage of his net profit from storage back to the Govern- 
ment in Federal income taxes, plus taxes to State and local government 
which in effect is a benefit to the tax structure of the Government. 


a 


ee El tl 


in 
)b- 
ed 


if 


his 


ler 
int 
nk 
use 
der 


) in 
hat 
ble 
ing 
de- 


also 


sub- 
ern- 
nent 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 929 


While the figures we are going to quote are not as complete as we 
would like them to be and not completely tabulated, we do feel they 
represent a reliable trend index of increased costs. é 

The following are average percentage increases in basic costs as 
gathered from our survey: te ae 

Labor, 25 percent; building costs, 18.7 percent; maintenance, 33.7 

reent ; repairs, 29.5 percent; msurance, 9 percent; interest, 1.5 per- 
cent; taxes, 21 percent; conditioning, 24 percent. 

Increased service fees to a warehouseman reflect about a 16-percent 
increase in storage and handling charges in the past 8 years compared 
to the average cost increase, as noted above, of 20 percent in the past 
6 years. , 4 

‘To carry this farther, we feel that a 16-percent increase in gross 
cost to the American taxpayer represents an undeniable bargain in 
services compared to the general cost increases percentagewise in this 
last 8-year period in other services. 

This figure is for corn alone and an even greater advantage is en- 
joyed in soybeans where the service charge has increased only 7 percent 
in this 8-year period. 

If figures presented yesterday are correct there will be a need for ad- 
ditional storage next year. 

May we point out here that farmers receive the same storage rates 
as do commercial warehousemen plus the fact they may receive Gov- 
ernment aid in financing their structures. 

Should the Government policy remain the same in the coming year 
it will be up to commercial warehousemen to provide all needed stor- 
age not provided on the farm. Please do not losee sight of the historic 
service provided by local grain warehousemen in the normal grain 
merchandising from farm to market. Without this local warehouse- 
man no price support program could have been placed in operation. 

The inadequate farm program, not the storage program, is causing 
the dilemma we have today. The storage program is merely a by- 
product of the farm program. 

We would like to take this opportunity to thank all personnel con- 
nected with the price support and storage program, from the county 
level to Washington for their excellent cooperation and willing help 
and information that has been extended us from time to time. With- 
out this cooperation our job as spokesman for our membership would 
be difficult indeed. 

We are very proud of this relationship and be assured our asso- 
ciation stands ready to assist in any way possible in the solution of any 
problems between Government, trade, and farmers. 

On behalf of the members of the Western Grain & Feed Association 
of Iowa, we wish to go on record as saying that we are proud of the 
job we have done in overcoming what, at times, seemed an unsurmount- 
able problem in helping the Government, at their insistence, in the 
storage of surplus grain. 

We are not asking for any favors—we do want to survive in our 
business, the grain business. Given fair and equitable return on our 
Investment and considering the risks involved, we will continue to go 


forward to the ultimate goal of better serving our Government on the 
problems at hand. 
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We feel that we are doing a better job in the handling and ware. 
housing of grain than ons done in Government-owned facilities 
such as binsites. 

The grain business is our business. 

Chairman Suir. What about this support corn that was ordered 
out yesterday ¢ 

Mr. Sxrnner. I would have to refer to the fellow from which it 
came. I am not sure of the dates on it. This was prepared this 
morning. Bob, do you know what year this corn was and where 
it was ordered to? 

Mr. Coucu. It is an export order to go into Houston, a Government 
subsidy order. 

Chairman. Smiru. Was that going under a payment-in-kind pro- 
gram ? 

Mr. Covucn. Yes, sir; I assume so. 

Chairman Smiru. I think you misunderstood our comments con- 
cerning the blending off and delivery of grain. There was no intent 
by anyone to say that you could deliver a lower grade of grain. 

The investigators that look at the records of some of the warehouse 
people tell us that they had grain coming in at a certain grade, and 
there is a little variation in there, of course, and you know how you 
build up premiums. If you build up premiums you put in a little 
lower grade and still have the grade that was delivered to you. 

Our information has been—and I will admit it is primarily for 
wheat—that the blending operation accumulates a profit of 4 to 6 cents 
a bushel, instead of a loss. I understand if you don’t blend, of course, 
you aren’t going to get any opportunity to work that up. 

I understand also on corn it won’t be as great as it would be on 
wheat. But I don’t think there is any intent to say you can deliver 
a lower grade. It was that you could deliver the same grade that 
was delivered to you by putting in a little lower grade with it. 

What about the cost of these buildings? Haven’t you found that 
the cost of buildings per bushel (not talking about labor per unit or 

er hour), due to the fact that you are building a different type of a 
Leda, is less now than it was a few years ago? 

Mr. Skinner. Perhaps that is true. It depends on whether you 
already have an establishment of certain size and are adding to that 
or whether you are starting from the beginning. I think we do have 
more economic structures, but along with that we have more equip- 
ment and so on than we did, like aeration, for example. 

Chairman Smrrn. So there will be no misunderstanding, you realize 
these figures that were furnished to us by the ASC office yesterday on 
the cost of handling the CCC grain included the payments made to 
your association people for furnishing this equipment and service that 
you are talking about 

Mr. Sxrnner. The handling; yes. 

Chairman Sairn. Including the in-and-out charges? 

Mr. Skinner. Yes. 

Mr. Naveuron. You are content, I take it, to have the Government 
continue to rent the houses and other handling equipment of your 
members by paying in-and-out charges and handling charges rather 
than to have them move in their own equipment ? 
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Mr. Sxrnner. Yes; I just wanted to say, when we are talking about 
these other costs you must realize someone else is doing the service. 
Were they to put in all these costs, perhaps the figures wouldn’t be 

they are now. 
iedecwan Smiru. Don’t you think they are paying for them 
through this in-and-out charge? 

Mr. SKINNER. Yes. 

Mr. Naveuton. Are these installations that were built solely for 
the storage of Government grain that we are talking about now, or 
did you have elevators there before ¢ 

Mr. Skinner. No; these have been here for 40 years. 

Mr. Naveuton. You had these installations so that the Government, 
by coming in and utilizing them to a much greater degree than they 
had been utilized before, certainly was helpful in realizing additional 
profit ? oe 

Mr. Skinner. Well, if it weren’t for the Government program they 
would probably be used all the time on buying and selling free grain, 
but now they don’t have that opportunity so they work them through 
Government grain. 

Mr. Naventon. The production of grain in Iowa, corn particularly, 
has gone up tremendously and we now have coming through the eleva- 
tors next year the all-time record by quite a substantial percentage. 

Along that line, you have indicated that you are not asking any 
favors. Do you think that the Government should encourage com- 
mercial elevators to build for the takeover next year, or do you think 
it should build emergency facilities of its own where they are needed ? 

Mr. Sxrnner. I would think, as far as possible, private industry 
should take care of it if they can. 

Mr. Navecutron. You prefer turning it over to free enterprise ? 

Mr. SKINNER. Yes, sir. 

Mr. Naveutron. When you speak of free enterprise, if we develop 
a program the following year and it doesn’t get vetoed, and all of 
these emergency facilities that have been built by private enterprise 
next year aren’t needed, are you then willing that the Government 
leave them stand empty ? 

Mr. Skinner. That is the chance we have to take. 

Mr. Naueuron. Will you be asking for a subsidy ? 

Mr. Skinner. No. 

Mr. Naveutron. With Secretary Benson continually talking about 
the fantastic and indefensible cost of the storage program, and with 
Life magazine writing editorials attacking subsidies for farmers and 
not mentioning subsidies for Life, do you think that the taxpayers 
are going to continue to go along with the idea of Government bins 
standing empty, unused, while we are paying 1614 cents a bushel to 
store Government grain in commercial facilities ? 

_ Mr. Skrvner. Many times they don’t understand why the program 
Is set up and how it was set up. No, they don’t like to see that but if 
we can cut down production or increase consumption, it will help. 

Mr. Naventon. Isn’t this policy of filling your space first actually 
a benefit to the warehousemen which is financed by the taxpayers, just 


as much as the farm price support program is a benefit to the farmers, 
or used to be, anyway ? 


Mr. Skinner. I suppose so. 
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Mr. Naventon. What about rapid tax amortization? Haven't you 
been able to write off the cost of facilities in 5 years’ time? : 

Mr. Skinner. Some facilities did qualify under a certain period, 

Mr. Naventon. What would the normal amortization period be? 

Mr. Skinner. I suppose 20 or 30 years. 

Mr. Naveuton. So that the extent you have been able to take larger 
than normal deductions for depreciation and write off the entire cost 
on your taxes represents an interest-free loan from the Government 
again financed by the taxpayers / ‘ 

Mr. Sxrnner. Yes, sir. Many people wish they hadn’t done that 
now because their taxes have increased and they are worse off than they 
would have been. 

Mr. Naueuton. And there have been in the past, occupancy guaran- 
tees which, of course, is another assistance to warehousemen ? 

Mr. Skinner. That is right. 

Mr. Naucuton. Have there been some of these facilities that have 
been built with small business loans which are made or guaranteed by 
the Government ? ; 

Mr. Skinner. Not tomy knowledge. It is possible. 

Mr. Naveuton. I know there have been some in Iowa. I wondered 
if any were members of your association. 

Mr. Sxrinner. Not to my knowledge; there may be. 

Mr. Naventon. What was the attitude of, or the position and recom- 
mendation of your association back in 1956 when the decision appar- 
ently was made not to buy any additional Government bins or Govern- 
ment storage facilities ? 

Were you opposed to the erection of any Government facilities? 

Mr. Skinner. I was not in the industry at that time and I couldn't 
say. 

Mr. Navueutron. What has been the position of your association, 
if they have one, with respect to this reconcentration program that we 
talked about yesterday ? 

Did you support that ? 

Mr. Skinner. When it came out we helped, tried to help support 
it and we worked with it in all ways we could but we found it was not 
very beneficial to anybody. 

Mr. Naveuton. As I understand it, it was designed as an incentive 
to construction and resulted in the construction of some 2 million 
bushels-in additional spaee, and I believe that the space which was 
constructed outside of that was—what was it, 50 million bushels dur- 
ing the same period ? 

Mr. SKINNER. Yes. 

Mr. Naueuton. So it wasn’t needed as an incentive? 

Mr. Skinner. No. 

Mr. Naventon. And it may have acted to overexpand space in 
some areas? 

Mr. Skinner. Some local areas, possibly, yes, sir. 

Mr. Naveuton. I was wondering, if commercial warehousemen are 
induced to build another 50 million bushels of space, or 100 million 
bushels, that they wouldn’t otherwise build in Iowa to take corn over 
next year, and there isn’t Government corn to fill it, if they wouldn't 
be around asking for some kind of help to keep them from going 
broke ? 
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Mr. Skinner. They may have to. 

Mr. Naveuron. Under those circumstances, might not it be better 
to have the Government build temporary structures, the cheapest 
they can, which will keep the corn for this emergency until we can 
get a better balance so that you can then dispose of the Government 
space easily and it won't be here to compete with the established grain 
trade. , 

Mr. Sxrnner. That is possible. 

Chairman Smrru. How much per bushel do you think would be 
required if your association members are to be expected to furnish 
this additional storage that is needed next year ? 

Mr. Skinner. It would be very difficult for me to say because we 
have some operators that would do it for so much and other operators 
might take twice that. I don’t think I would be in position to speak 
for all the members. 

Mr. Naueuron. You do agree with the statement of the previous 
witness that in this high risk area it would be more than is normal? 

Mr. SKINNER. I would think so. 

Mr. Naveuton. For that kind of an operation ? 

Mr. SKINNER. Yes. 

Mr. Naveuron. In other words, it is probably so high that in fact, 
what the Government in effect would be doing would be giving them 
the bins? 

Mr. SkINNER. That is possible. 

Mr. Naueuton. I wanted to clarify this. I am sure there have 
been instances where the Department of Agriculture was urging you 
to build additional space. 

The association didn’t advise any of its people to go in and build 
additional space purely as a Government service ? 

Mr. Skinner. No, sir. We always recommend to our members 
that they go directly to the county ASC committee and see what they 
think the demand will be there and not build beyond that. 

Mr. Naventon. The elevators that you have built have been those 
that you thought would be utilized so that you wouldn’t come out 
in the hole financially if you went into it? 

Mr. Skinner. That is right. 

Mr. Navenron. You weren't expected to be what you might call 
dollar-a-year men on elevators an build them for the Government, 
even if you went broke? 

Mr. Skinner. That is right. 

Mr. Laneen. May I ask this, for the purpose of the record? I 
don’t know that you would have the answer but maybe somebody 
else has. 

Have we definitely established a figure of additional storage that 
is going to be required in the next year? It seems to me that during 
the course of testimony, I seem to detect that there is some additional 
space here and some more there. 

I just heard now that 120 or some million bushels was moving out. 
Does anyone know just how much storage we are going to need during 
the course of the next year? 

Mr. Skinner. I don’t think anybody knows. 

Chairman Smirn. I think the ASC people indicated they will 
know probably in February or March what their estimated takeover 
is. Do you rely quite largely on that? 
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Mr. SKINNER. Yes, sir. 

Mr. Langen. Is there any way of knowing how much additiong) 
storage the warehousemen can supply at this particular time? J], 
seems to me yesterday we had a figure of some 55 million bushels 
of commodity bins that are available now. 

Is there any way of getting at the point of how much warehouse 
space the warehousemen could supply at this particular time? 

Mr. Sxrnner. I don’t think any of them would commit themselves 
now until they know what the price for storage will be next year 

Mr. Laneen. I ask it because it is pertinent to the problem that 
we are discussing. We are going to try to get to the point of how 
serious is the storage problem, how much storage space we are going 
to need, and if we need it, how we are going to get it. 

To my knowledge, if I may say so, I haven’t been convinced of 
a definite need requirement. We know there is one, but we don’ 
know how big or just what it is. 

Mr. Skinner. That is night. 

Chairman Smrrn. You heard the testimony this morning about 
paying premiums to get corn. Do you know anything about that? 

Mr. Skinner. No, sir, other than I heard it this morning. 

Mr. Naventon. Along that line, once you have an elevator built, 
you are in a position where you about have to get grain into it to pay 
for it. 

Mr. Sxinner. That is right. 

Mr. Naueuron. So even if you just barely meet expenses you would 
still have to be out looking for grain ! 

Mr. Skinner. That is right. 

Mr. NaAavuenton. I think there has been an illustration of that. 
Here again is the thought I would like to leave with you. 

If additional commercial space is built, rather than Government 
bins, you don’t find the CCC paying a premium to get grain away 
from you. At the same time, if the Government isn’t supporting this 
warehouse space and there is a terrific competition to get the reduced 
supply of the Government grain that is available, or private grain, 
whichever it might be, it might become a rather chaotic situation and 
you might find that Congress, after being conditioned by continual 
statements about fantastic and indefensible costs of the farm program, 
might not appropriate any more money to support these programs. 

Mr. SKINNER. Yes, sir. 

Chairman Smiru. Thank you very much, Mr. Skinner. 


STATEMENT OF NEAL HILL, FARMER, WEBSTER CITY, IOWA 


Mr. Hi. Neal Hill, Webster City, lowa, farmer. 

Well, I imagine you want some information, but I want to tell you 
this: that I wouldn’t have been here today except for that political 
tirade that went on yesterday just before the recess at noon. 

It sounded very good from a gentleman that is consistently back- 
ing the Benson farm program on his votes, and has in the past 20 
years subjected the voters of the Seventh District, to a bit of propa- 
ganda, some of which we heard yesterday in the form of blaming 
peanuts and cotton and tobacco farmers for some of the difficulties 
for the no-acreage allotment program that he supported in Congress, 
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and which was thrown in a referendum to the farmers of the Midwest 
with millions of dollars of Madison advertising. i 

This no-acreage allotment program without any controls is not a 

rogram. It is a monstrosity and anyone that knew anything about 

culture should have voted against it. 

However, it was supported by the so-called farm leaders of the 
Midwest. It was supported by the Iowa Department of Agriculture 
and now we have a problem and everyone is getting worried about it. 
To a fellow that is in working on a program, it is very hard to divide 
the good from the bad, and most of them are very busy with their own 
problems. é f 

For instance, the ASC people in the State of Iowa do not realize 
how the county system has been disorganized. They do not realize 
how the State ASC committee has been disorganized and how a man 
sitting as Secretary of Agriculture, in the United States, has talked 
freedom for agriculture and has taken the absolute control of all the 
commodities in the United States directly into his own hands. 

That is my statement, and are there any questions, gentlemen ? 

Chairman Smiru. No; I guess not. Thank you. 


STATEMENT OF C. L. McKINNEY, FARMER, DES MOINES, IOWA 


Mr. McKinney. C. L. McKinney, 803 Third, this city. 

I have been a farmer all my life, had a few sidelines, and I am 
interested in mankind, so I wrote this down out of my own origina- 
tion. Ithought it would be a little more exact by having it in writing. 

Chairman Smirn. Just have a seat and be comfortable. 

Mr. McKinney. On behalf of this surplus problem, I tried to figure 
it out with the soil bank, which is all right. Of course, anybody 
should realize that to the extent that they put the land in the soil bank, 
that alone would accomplish the whole purpose, but other things 
should be included too. 

So getting at the source of the grievance is the main logic. The 
natural yield of good soil is from 50 to 75 bushels of corn per acre, 
so beyond that amount the Government should not make loans. The 
idea of a farmer stimulating the soil with all kinds of fertilizer 
should not be except in emergency, such as a war. 

The Bible said to be temperate in all things; piling up all kinds of 
asurplus is not temperate. Giving of our abundance to needy nations 
ishighly profitable from every standpoint. That is what the farmers 
think about most, profit, of course. That is the most profitable thing 
we can do. 

The idea of farmers raising corn for the purpose only to sell to 
the Government is ridiculously wrong. 

That is all I have to say. 

Chairman Smirnu. That was a pretty concise statement, Mr. 
McKinney. 

Mr. McKinney. I am supposed to be an economist. 

Chairman Smirn. I think you have some good points. This is one 
about making loans on higher than normal yields—I am not sure if 
that is in Mr. Langen’s bill or not, but it is in the one I introduced, 
and I know that some gradually are beginning to see that it is an 

64140—61—pt. s——10 








936 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


important matter, that perhaps we should not encourage pouring on 
more fertilizer at a time when the additional yield is not needed, 

I think that is a good thought, and we have tried, I think, through 
some of these programs, to give some of the abundance to needy 
nations. So certainly your heart is in the right place, and we thank 
you very much for coming in. 

That is the end of our witness list. Does anyone else have any 
desire to speak at the present time ? : 

Mr. Gienn. The ASC people would like to enter into the record 
a statement of appreciation. May I read this? 

To all the subcommittee members in charge, and to counsel: 
May we, of the Agricultural Stabilization and Conservation Agency 

in Iowa offer and make a part of the record of the hearing our thanks 
and appreciation of the work of the subcommittee. 

First, we are grateful for the friendly guidance and assistance 
you have provided, chiefly through counsel and the local member of 
your committee. As we prepared for the hearing it was most helpful 
and enabled us to bring to the committee the information wished with 
the least possible expense to our Government. 

The courteous methods of your committee in this connection js 
most commendable and may we assure you this lends itself to our 
very highest response. 

Secondly, we feel honored to have been selected by your committee 
for a part of its study of Government operations. The people of this 
agency in Iowa, we believe, have highly developed understanding of 
the vital importance of good government. 

We think also that government can and will be as good as the 
people are willing to make it. We are most willing at all times to 
devote our best thoughts and our full energies to the betterment of 
our operations. 

Third, we are fully aware of the important functions of the sub- 
committee and join you in seeking the full achievement of your 
objectives as related to the review and improvement of government. 

Be assured also of our common concern with you about any recog- 
nized problem of agriculture. We feel honored also because your 
hearing was located here. We hope that we have fully met your 
expectations as to our assistance with it; our facilities and personnel 
are always at the command of such a committee. 

Please accept our best wishes for the fullest success of your com- 
mittees’ important work. 

Chairman Smirn. Thank you very much, Mr. Glenn. I want to say 
that I am sure I speak on behalf of all the committee when I say 
that we are very appreciative of the way you cooperated with us, and 
to my knowledge, you didn’t deny us any information whatever that 
we had asked for. 

We have had experiences in the past with some groups—not neces- 
sarily ASC groups—but some groups in Government who want to 
deny information to those who need the information in order to pilot 
their course in the future. 

I am especially grateful for your statement that we have not pushed 
ou around. That is not our purpose. I know that in the past there 
ave been some committees that operated with that as a general rule, 

but our purpose was to secure information that might be helpful in the 
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future, and I believe we got some information during these hearings 
that will be helpful to the Congress in approaching this very serious 
problem. ; 

We are a little concerned from time to time; such as, for example, I 
see a press release here by the Secretary where he says that the peak 
of the storage problem has been passed. Well, this was a year ago, 
but we know that the peak of the storage problem hasn’t passed. 

J am glad to know that on a local level, anyway, the ASC people 
really understand the problem and know what is going to happen, or 
what to expect and are trying to prepare for it. 

We will be contacting you again when we find out what your plans 
are for the next year’s takeover because we think there is certainly 
atwofold problem here. 

One is that we just can’t spend any money that is not necessary in 
handling this big takeover. At the same time we certainly do not 
want to run short on storage because you will not only wreck the 
market, but as a matter of fact, you will increase the amount of take- 
over when you do that because instead of going to market with the 
corn then, if it is flooded, farmers are going to be holding more of it 
for you. 

We understand that this is a serious problem, and you have a big 
problem when you have a takeover about one-third as big as what has 
accumulated in all these previous years put together, and next year 
it appears it will be about as bad. So we are glad we selected Iowa. 
It is a natural one as far as feed grain is concerned, being the pro- 
ducer of about one-third of the total feed grains that would go into 
(Government storage. 

We think that we had a good committee to work with and we do 
appreciate it. 

Mfr Lancen. I merely want to add my gratitude at having had 
the opportunity of sharing your wisdom in the field of the problem 
that has been before us. 

Surely it goes without saying that it is impossible to hold these 
kinds of hearings in all the States and so your contribution and the 
benefit that it is going to have to Congress and to its committees in its 
deliberations will be of benefit, I hope, not only to your States but to 
the Nation as a whole. 

As Congressman from Minnesota, I want to express to you our 
appreciation from Minnesota. I want to bring you a greeting from 
there as well. It has been a pleasure to have had the opportunity of 
participating in this hearing, which in my humble opinion, has cer- 
tainly borne some fruit. 

Chairman Smirn. Thank you very much. With that we will recess 
until some time in January in Washington. 

(Whereupon the hearing was recessed. ) 








INVESTIGATION OF THE COMMODITY CREDIT 
CORPORATION 


Part [1]—Price Support and Storage Activities 


THURSDAY, JANUARY 28, 1960 


House or REpresENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
oF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. L. H. Fountain (chairman 
of the subcommittee), presiding. 

Present: Representatives L. H. Fountain, Neal Smith, Florence P. 
Dwyer and Odin Langen. 

Also Present: James R. Naughton, subcommittee counsel. 

Mr. Fountatn. The subcommittee will come to order. 

Let the record show that a quorum is present. 

Under the rules of the House of Representatives, the Committee 
on Government Operations, as I have said on a number of occasions 
in beginning our hearings, has the duty of studying the operation of 
Government activities at all levels with respect to economy and 
eficiency. That responsibility, insofar as it relates to the Department 
of Agriculture and certain other departments and agencies, has been 
delegated by the full committee to its Intergovernmental Relations 
Subcommittee. 

Since 1958, the subcommittee has been conducting an extensive in- 

uiry into the operations of the Commodity Credit Corporation, the 
Eprahment Corporation which handles commodity transactions for 
the Department of Agriculture. 

For a number of months the subcommittee has been giving particu- 
lar attention to activities involving storage, handling and disposition 
of Government grain. On December 1 and on December 2 of last 
year, the subcommittee held hearings in Des Moines, Iowa, to obtain 
information on Government price support and storage activities as 
they are carried out at the State and the local level. 

We expect to have a number of hearings this year to obtain further 
information concerning such activities as they are handled at the 
national and regional levels. 

Our hearing today is intended primarily to examine the price sup- 
port policies of the Department of Agriculture and their relationship 
to the grain storage problem. We will have further hearings early 
next week to obtain information concerning the Department’s storage 

licies and the manner in which they are being carried out, and 
ater this year we expect to take testimony from some of the directors 
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of CCC’s regional commodity offices who are in direct charge of 
storing most of the Government’s grain inventories. 

I believe we have with us this morning Mr, Clarence D. Palmby, 
Associate Administrator of the Commodity Stabilization Service: 
Mr. W. E. Underhill, Assistant to the Deputy Administrator for 
>° ‘ 3 . e >: 

Price Support of the CSS, and Mr. Howard B. Pickard, of the 
Office of the General Counsel. , 

Mr. Paumpy. I wonder if you, for the record, would describe to the 
committee your responsibilities as Associate Administrator of the 
Commodity Stabilization Service? 

Mr. Patmpy. Yes, Mr. Chairman, I am very happy to do that, 


STATEMENT OF CLARENCE PALMBY, ASSOCIATE ADMINISTRATOR, 
COMMODITY STABILIZATION SERVICE 


Mr. Patmpy. I would like to say at this time, too, that I have 
rather lengthy prepared statement on the subjects which you wish 
to discuss today, which also gets into the area which you wish to dis- 
cuss next week, and so along with the comments I make about my 
present position and responsibilities, I would request that followin; 
this I have an opportunity to read the statement and put it in the 
record. I feel this would save a good deal of time on the part of the 
committee, and would give a good background of the whole price- 
support operation. 

Mr. Fountatn. We are very happy to have you read the statement 
or put it into the record. Notwithstanding that, I am sure there will 
be many questions which we would like to ask, on the matters discussed 
in your statement. 

What is the pleasure of the committee? 

Mr. Naughton suggests that we split the statement and take that 
portion of it dealing with price-support policies this morning, and 
the remainder at our next meeting. 

Mr. Navenuton. Off the record. 

(Discussion off the record. ) 

Mr. Fountarn. So far as I am concerned, if it is all right with the 
other members of the committee, you may give the entire statement. 
But nonetheless, though it may to some extent be repetitious, for the 
purpose of an orderly presentation, so far as we are concerned, and 
as an aid to better understanding of the whole thing, we like the ques- 
tioning-and-answer idea, and we will pursue that after you have 
completed your statement. 

How long is your statement ? 

Mr. Patmpy. The statement is double spaced and I believe has 24 
pages. Mr. Chairman, I apologive for the length of the statement—— 

Mr. Fountarn. That is all right, we want the facts. 

Mr. Patopy. I think it is the best background that we could put 
together to give you the story. 

I think it is elemental to an understanding of this whole thing, so 
we meet on a common ground. 

Mr. Founrarn. What is the pleasure of the committee as to whether 
or not he should read his statement, and then we follow with questions, 
or insert the statement in the record? 
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Mr. Lancen. Well, Mr. Chairman, if I may comment, I should say 
this: 1 would surely feel that they ought to have the opportunity of 
resenting the statement. I believe we have already established the 
recedent at Des Moines, we took some statements, and I feel it is sub- 
stantial value to the record to have him read the statement. : 

Mr. Founratn. I do not think there is any question about that. We 
want the statement. The only thing I was debating in my own mind 
js in the interest of time the advisability of his reading the entire 
statement, or considering it asa part of the record. 

Mr. Smiru. Did he submit the statement to you ahead of time? 

Mr. Fountain. No; I haven’t had a chance to see the statement. 
That does not matter. We will have plenty of time to analyze it. 

Mr. Naventon. Do you have copies of it ? 

Mr. Patmpy. Yes. 

Mr. Founrarn. It might have eliminated some duplication of ques- 
tions which will give the same information which you probably have 
there, but that is just a repetition that we will have to put up with. 

Mr. Patmsy. Mr. Chairman, we were not sure until about a day ago 
what specifically you might want to cover today, so we just got this 
out of the mimeograph machines a little while ago. I apologize again 
for not getting it sooner. I do think it does answer much of the back- 
ground questions that would help in getting at the answers. All we 
want to do is to be cooperative in presenting this. 

Mr. Fountatn. Which do you prefer; to read the statement ? 

Mr. Patmpy. I would prefer to read it. 

Mr. Founrarn. You may proceed. Before you start, Mr. Palmby, 
may I ask you whether there will be an official on the policy level avail- 
able tomorrow or this week, some official whom you might call up? 

Mr. Patmpy. I am certain our policy people will certainly make 
themselves available if there are policy questions. 

Mr. Fountarn. Goright ahead. 

Mr. Patmpy. My name is Clarence Palmby. I am Associate Ad- 
ministrator of the Commodity Stabilization Service of the Department 
of Agriculture and a Vice President of the Commodity Credit Corpo- 
ration. I have also, since 1953, served in the Department of Agricul- 
ture as chairman of the Minnesota State Agricultural Conservation 
Committee, as Associate Director of the Grain Division, as Director 
of the Grain Division, and as Deputy Administrator of CSS for Price 
Support. I have, therefore, been connected in some way with the 
grain storage program of CCC for about 7 years. 

One of my present assignments is the unenviable task of heading up 
the group in the Department which is engaged in reviewing and re- 
negotiating the Uniform Grain Storage Agreement of the Commodity 
Credit Corporation. I should like to emphasize, however, that I am 
one of many engaged in this task, and we have had some of the best 
brains in Government engaged in the grain-storage cost study which 
I will discuss in some detail in a few minutes. When the new Uni- 
form Grain Storage Agreement is finally approved it will involve the 
work of many people starting with the statisticians and cost account- 
ants who designed our cost survey and ending with the members of 
the Board of Directors of CCC who will finally pass on the completed 
draft before it becomes effective. 

_ To fully understand the storage problems confronting the CCC, it 
iS necessary to take into consideration the way the price-support pro- 
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gram works. Price-support loan and purchase agreement operations 
carried out in accordance with statutes enacted by the Congress repre- 
sent the cause for the inflow of commodities to CCC inventories and 
thus are the origin of our storage problems. Closely related to the 
storage problem, also, is the manner in which CCC disposes of jn- 
ventories under applicable laws. Therefore, at the risk of borin 
some of those in the room who are familiar with these background 
facts, I should like to begin this statement with a brief summary of 
how the price-support program for grains works, and how we go 
about disposing of inventories acquired, 

The price-support program dates back to 1933, when the Commodity 
Credit Corporation first supported prices of corn and cotton. Pas. 
sage of the Agricultural Adjustment Act of 1938, which made sup- 
port mandatory for certain commodities, increased the importance of 
price support in stabilizing prices of farm commodities. During 
World War II and the Korean War, the program was used to en- 
courage increased agricultural output by minimizing price risks. In 
recent years, heavy production of many supported crops has put pres- 
sure on market prices, making greatly expanded support activity 
necessary. 

Current price-support. operations are financed by CCC. A price- 
support program must be approved by the Board of Directors, CCC, 
and the Secretary of Agriculture. Administration of CCC price 
support programs, however, is a responsibility of the Commodity 
Stabilization Service. 

Proposals for price support usually are prepared by CSS com- 
modity divisions in the form of a docket—an outline covering such 
matters as total funds required, proposed method of support, the 
average level of support, conditions of eligibility, the geographic 
areas and the period for which support will be available, basic op- 
erating provisions, and an authorization for CSS to carry out the 
program under the general direction and supervision of the President 
or Executive Vice President of CCC, in accordance with bylaws of 
CCC. When the program is approved, a public announcement is 
made—usually a press release—and imaied operating instructions 
are sent to personnel in charge of administering the program in 
Washington and the field. 

Price support is mandatory for some commodities; that is, the law 
directs the Secretary of Agriculture to support prices of certain named 
commodities and specifies the ranges within which the support levels 
must be established. Support for all other commodities is permissive; 
that is, discretionary with the Secretary—subject, however, to certain 
general criteria specified in the applicable legislation. 

Prices are supported in four different ways—loans, pores agree- 
ments, purchases, and payments. Loans constitute by far the most im- 
portant support method. For example, of the $4,005,133,000 in price 
support extended on 1958 crops through June 30, 1959, loans accounted 
for $3,497,500,000, or 87 percent. 

Loans support prices in two major ways: (1) By pony ane farmers 
a cash return for the commodity at the support level; and (2) by 
strengthening market prices of the commodity through withdrawal of 
supplies from the market. pied 3 

The loan method of support gives the farmer an opportunity either 
to market his crop or keep it under loan, whichever course is more ad- 
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yantageous. If the market price rises above the loan level, plus 
charges, he has the privilege of paying off the loan and selling his 
eommodity in the open market. If the price fails to rise above the 
joan level, however, the nonrecourse character of the loan agree- 
ment makes it possible for him to deliver his commodity to CCC in- 
stead of repaying the loan. | 

If a farmer wants a grain price-support loan he applies at the of- 
fice of the county ASC committee. In the case of wheat or rice, if 
acreage allotments or marketing quotas are in effect for the commodity, 
the committee first of all makes sure that the farmer is eligible; that is, 
in compliance with allotments for his farm. : 

If the commodity is farm-stored, a field inspector checks farm bins 
and cribs to make sure they are providing safe storage, measures the 
quantity stored, takes a sample of the commodity for grade analysis, 
and puts a seal on the bin or crib. If the farmer’s commodity meets 
all requirements, the committee makes out a note and a chattel mort- 
gage. After signing these documents, the farmer may obtain his loan 
from a lending agency approved by CCC (usually a local bank) or, 
through the committee, directly from CCC. If the commodity is ware- 
house-stored, the procedure is about the same except that the ware- 
house receipt in lieu of a chattel mortgage is attached to the note. 

The farmer may repay his loan any time before it becomes due. 
Price-support loans are nonrecourse, however ; that is, a borrower may 
turn over to CCC the collateral put up against the loan instead of re- 
paying the loan. For example, the producer who obtains a price- 
support loan on 1,000 bushels of wheat may, instead of repaying his 
Joan, notify the county ASC committee that he will turn his wheat 
over to CCC. Delivery of 1,000 bushels of wheat of a quality equal 
tothat placed under loan discharges his obligation to CCC in full. 

On loans that are redeemed an interest rate of 314 percent per year 
is charged for the period the loan is in effect. No interest is charged 
when a loan is not repaid and the commodity is delivered to satisfy 
aloan. In such cases, CCC pays any interest charges that might be 
duea lending agency. 

The level of support directed or authorized by price-support legis- 
lation is almost always expressed in terms of a formula. Usually it 
is expressed as a percentage (or within some percentage range) of the 

arity price for the commodity at the beginning of its marketing year. 
In the case of corn, it is expressed as a percentage of the average price 
received by farmers for the commodity during the last 3 years. In 
the case of the other feed grains, the level of support is keyed to the 
support announced for corn. 

his means that unil the formula can be computed, the Department, 
in order to announce the level of support in advance of planting time, 
must express the support in the percentage terms of the formula. 
Later, when the required statistics become available and the formula 
can actually be computed, the level of support is reexpressed in terms 
of dollars and cents. 

The national average support price is broken down, for operating 
purposes, to reflect location, quality, or type differentials. This policy 


os accord with section 403, Agricultural Act of 1949, which provides 
at— 
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appropriate adjustments may be made in the support price for any commodity 
for differences in grade, type, staple, quality, location, and other factors. Such 
adjustments shall, so far as practicable, be made in such manner that the aver- 
age support price for such commodity will, on the basis of the anticipated inci. 
dence of such factors, be equal to the level of support determined as provided 
in this act. 

There are legislative restrictions on the sales of CCC commodities— 
restrictions with which we are in full accord. Domestic “bargain 
sales” of storable CCC-owned commodities are prohibited by section 
407 of the Agricultural Act of 1949, a provision which directs CCC to 
establish prices, terms, and conditions that will not discourage or deter 
manufacturers, processors, and dealers from acquiring and carrying 
normal inventories of the current crop. r 

A more specific directive in section 407 provides that CCC shall 
not in general sell any storable commodity in the domestic market at 
less than 5 percent above the current support price for the commodity, 
plus reasonable carrying charges. The objective of this provision js 
obvious. If CCC sold storable commodities at prices below the sup- 
port levels, such sales would tend to drive market prices down. This, 
in turn, would result in more price-support activity, with more com- 
modities coming into the Government’s price-support inventory. Then 
there would have to be still more sales from inventory, and the wheel 
would go around and around. 

There are exceptions to the general restrictions on sales. The sec- 
tion 407 minimum sales price limit does not apply to exports, nor to 
domestic sales of commodity stocks which have deteriorated or are 
in danger of deterioration. There are several other limited excep- 
tions to cover special situations, including unusual end-use needs. 

Although export sales are not subject to price restrictions, there 
are nevertheless obstacles to selling surpluses abroad. Some of these 
are: 

1. Importing countries have stepped up their agricultural produc- 
tion, thus causing a lower total world demand for U.S. farm products 
than in the years immediately following World War II. 

2. Foreign peoples prefer their traditional foods. For example, 
rice is the staple food of some countries, and if rice is available at 
reasonable prices, these countries are not good customers for wheat. 

3. Price competition is keen. To compete in “world” markets on 
even terms, exporters must be able to obtain surplus commodities in 
the United States at competitive prices. However, the pricing of 
CCC-owned surpluses for export sale must be done carefully to avoid 
damaging the economies of other exporting nations friendly to the 
United States. 

Despite problems, CCC has been able to move very large volumes of 
its surplus holdings into useful channels of consumption, both at 
home and abroad. From July 1, 1953, through June 30, 1959, the cost 
value of CCC-owned commodities disposed of through various outlets 
was more than $1614 billion. The breakdown is as follows: 
Domestic and export sales for dollars__._.------- _. $8, 662, 784, 000 
Sales for foreign currencies__.__.-_._.-.___.-------~- Shits dl 1, 892, 764, 000 
Tk ei a et eee stl abc hdc dase 1, 707, 368, 000 


Payment-in-kind export, programs... 5.24 - chan nes cnen sa 416, 068, 000 
Transfers and donations_______________________. 8, 858, 571, 000 








Total 16. 537, 550, 000 
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In spite of the progress we have made in increasing sales of com- 
modities the productivity of American farms has increased even faster 
and the storage problem will be with us for some time even if changes 
in legislation which have been recommended by the Secretary are 
enacted. 

We feel that it is quite appropriate for your committee to study 
the storage operations of CCC. Although many hearings have been 
held on this subject both by Senate and House committees, some as 
recently as last year, the amounts of money involved and the impor- 
tance of this problem to agriculture and to the entire Nation make 
it desirable that the program be subjected to continuing scrutiny of 
the legislative as well as the executive branch of our Government. 

Secretary Benson has, as you know, been acutely aware of this 
problem and has tried in many ways to make the taxpayers realize 
just how much the storage and preservation of surplus commodities 
is costing them. I don’t have a count, but my guess would be that 
within the past 3 years the Secretary has, in at least a hundred 
speeches to audiences all over the country, pointed a finger at this 
nillion-dollar-a-day figure for storage costs which by the end of the 
year will be nearer to $1%4 million per day. 

Mr. Founrarn. May I interrupt you a moment, Mr. Palmby? 

Will the remainder of this statement deal with storage ? 

Mr. Patmpy. Yes; generally, it does deal with commercial and 
with bin-site storage. 

Mr. Fountain. My reason for asking is that, as I go through it, 
the rest of the statement appears to cover matters that we do not 
plan to have questions on today. We will have questions on the first 
part of your statement. ete? 

My suggestion would be that you wait until the beginning of our 
next hearing to read the remainder of your statement, if that is satis- 
factory with you. 

I think it is unnecessary to read it now, since we might have to 
repeat it anyway at our next hearing. 

Mr. Pautmpy. Mr. Chairman, let it be said that this would be 
satisfactory tome. I would request, however, that I be able to read 
it at the next time. 

Mr. Fountarn. You will be permitted to read it. We just don’t 
want to lose time by having to read it twice. 

At our next hearing you can begin where you just left off. 

Mr. Founrarn. Mr. Naughton. 

Mr. Naventon. Mr. Palmby, I note, in your list of sales, that since 
July 1, 1953, domestic and export sales for dollars are listed at $8.6 
billion, and sales for foreign currencies are listed as a little under 
$2 billion. 

Are you including as dollar sales the section 402 transactions 
financed by the International Cooperation Administration ? 

I take it you must be, because I think they have spent something 
like $2 to $3 billion in the last 5 years on that program alone. 

Mr. Patmny. Mr. Naughton, I think generally your statement is 
true, except that a good deal of the sales which you refer to are not 
from our stocks. 

Keep in mind, this table is only referring to Commodity Credit 
Corporation stocks. 

Let me give you an example: 
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Again, a section 402 procurement, a recent dry bean sale, for jp. 
stance, was going to Spain. Since we have no beans, the beans came 
completely from free stocks. 

Mr. Navenron. Are you talking about that part of title I sales 
where commodities are not from CCC? 

Mr. Patmsy. No; I am talking about section 402. You said ICA 

Mr. Naveuton. Yes. : 

Mr. Patmsy. Here again the example I gave you. We own nod 
beans, so the dry beans had to come from the free market. They can 
be acquired from the free market under ICA regulations. 

Mr. Naveuton. Since 1953, ICA has expended several hundred 
million dollars to finance the exportation of cotton, and several hun- 
dred million more dollars to finance the exportation of wheat. We 
have received back foreign currencies in return rather than dollars. 
Wouldn’t it be more appropriate to list these 402 transactions under 
foreign curency sales rather than dollar sales ? 

Mr. Patmpy. To make this completely clear, Mr. Naughton, we can 
supply a breakdown for the record as to what portion of CCC stocks 
is directly reflected by purchases made through these types of opera- 
tions. 

Mr. Naventon. Fine. 

Mr. Patmpy. You understand this is not a detailed breakdown. 
Wecan supply that. 

Mr. Founrarn. We would appreciate it if you would supply that for 
the record. 

(The information requested follows :) 


TRANSFERS FRoM CCC PRICE SuPPORT INVENTORIES TO ICA Since 1953 


Agricultural commodities transferred by CCC to ICA for purposes of section 
402 disposal are recorded and reported by CCC as “Transfers to other Govern- 
ment agencies—Export.” Such transfers have been comparatively small since 
1953. The Corporation is reimbursed by ICA in dollars from funds appropriated 
to ICA for that purpose. The sales prices charged ICA by CCC are based on 
cost or market whichever is lowest, but usually at export market prices. The 
following table summarizes such transfers, by commodity, for the period July 1, 
1952, through December 31, 1959. 

The Commodity Credit Corporation records do not show the quantities of com- 
modities sold to exporters who subsequently applied these commodities to ICA 
program operations. 


Transfers of price support commodities to ICA (sec. 402), July 1, 1952-Deo. 
$1, 1959 


[All figures in thousands] 





Quantity | CCC cost | Proceeds | Net gain 





value or loss! 

ee Ne ced 714 $1, 504 $1, 221 1 $283 
Peanuts, stile no scu sss sdeses- = -2 se POUND. - 12, 600 2,171 1, 293 1 878 
NN 6k 5cakoe Sheen hundredweight 162 1, 929 1, 218 ‘711 
RS hd ko halt Soddddeadbel bushels_-_ 44, 513 129, 781 117, 096 1 12, 685 
+ iS ase ee 6, 104 1, 138 860 1278 
Beans, dry edible__._...........-- __.hundredweight_.-| 198 1, 757 1, 851 # 
IIE 9 55 rasa dep ee cpr abe Sages ee 4. 22 68 69 i 1 
Cottonseed oil, refined._................---..- pounds. - 112, 127 20, 855 14, 833 6, 023 
Linseed oil__....----..-.--..- bichhdinckinn debe do...- 1, 234 333 2A me 
Seeds, winter cover crop...........-.--..-------- a 98 45 26 19 
Mi ek. Pe Cs a a ae do__.. 2,027 1, 438 1, 483 45 

iieedussnantesnnes  ccndeattata aliseida baie erennaaaaaanie 161, 019 140, 174 1 20, 845 


1 Denotes loss. 
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Mr. Founrain. Mr. Palmby, what is the cost value of CCC’s cur- 
rent inventory of all commodities ? 

Mr. Paumpy. Of the inventories that we presently own outright? 

Mr. Fountain. Yes. 

Mr. Patmpy. Give us just one second and we will see whether we 
have it or not. 

Mr. Chairman, I don’t think we have that figure here. 

Mr. Naveuron. Is it around $9 billion, Mr. Palmby? 

Mr. Patmpy. The cost value? 

Mr. Naventon. Yes. 

Mr. Patmpey. I would think so. 

Mr. Fountarn. Do we have any figures on that?) We would like for 
him to supply the exact figures. 

Mr. Nauveuton. I think it is around $9 billion, Mr. Chairman. I 
don’t have an exact figure. 

Mr. Patmpy. We had a cost value figure as of June 30, 1959, of 
$6,200 million, a round figure, but there have been many loan com- 
modities taken over since then. 

Mr. Founratn. If you can get the amount since then, we would 
appreciate having the total. 

Mr. Patmpy. Yes, we will keep on looking for that, Mr. Chairman, 
and if we have it here, we will give it to you. 

Mr. Fountartn. One or two of my next questions are dependent on 
that. 

One is: What is the comparable value of CCC’s inventory at the 
time it had finished its takeover of the 1952 crops? 

Mr. Naveuton. Mr. Chairman, I think the 1959 figure is something 
over $8 billion as of November 30. 

And the comparable 1952 figure, I believe, is around $214 billion. 

Mr. Panmey. Our investment at June 30, 1959, was $8,600 million. 

The actual cost value of items im inventory at the same period was 
$6,200 million. 

Mr. Fountarn. As of June? 

Mr. Parmpy. As of June 30. 

Mr. Naventon. That has increased with the takeover of 1958 crops? 

Mr. Patmpy. Yes; and some resealed commodities. 

Mr. Founrary. I wonder if you can give us the comparable values 
of CCC’s inventory at the time it had finished its takeover from the 
1952 crops. 

Mr. Parmpy. It is much lower, I will assure you. 

We can supply it. I don’t think we have that figure here. 

Mr. Fountain. What information do we have, Mr. Naughton? 

Mr. Naventon. It is around $214 billion. 

Let’s see if I can get the date here. 

Mr. Unpernity. Mr. Naughton, if you have a copy of our last fi- 
nancial statement there, we can supply most of these figures. We 
didn’t bring one, since we thought this hearing was being limited to 
the grain rather than to all commodities. 
an Naucuron. As of November 1953, the figure is about $214 
illion. 


Mr. Fountatn. Maybe you can check that and give us the answers 
to both of these questions. 


Mr. Patmpy. We found our copy here now, Mr. Naughton. 
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Mr. Fountarn. Those are the only two questions on total inven 
The rest. will be on grain. 

Mr. Patmsy. The comparable figures, which I think are what we 
want, and what you want, as of the end of January of 1952, the fic. 
ure was $1,166 million. s 

And as of September 30, 1959, which is the most current accurate 
figure we have, it is $7,545 million. 

Mr. Fountain. What is the approximate cost. value of CCC’s eyr. 
rent grain inventory ? 

Mr. Patmsy. We must add three figures together, namely, wheat 
corn, and other feed grains : $5,823 million. i : 

This is at the same September 30 date. This does not include oj] 
seeds such as soy beans and flax. . 

Mr. Naveuton. Those are not major items, are they ? 

Mr. Paumpy. No, sir; they are not. 

Mr. Founrarn. What is the comparable figure at the close of the 
takeover of 1952 crops? 

Mr. Patmsy. You are at the takeover of the 1952 crops, so it would 
be, perhaps, September 30, 1953, I would guess would be the com- 
parable date. 

Mr. Fountain. Yes. I wasn’t sure about that date. 

Mr. Patmpy. $2,381 million, and this again is the same compara- 
ble grains; namely, wheat, corn, and other feed grains. 

Mr. Fountarn. Which grain crops make up the major portion of 
CCC’s current inventory ? 

Mr. Patmpy. Wheat, corn, grain sorghum, in that order. Followed 
by the more minor ones. 

Mr. Fountarn. I wonder if you can give the committee the quan- 
tities of each of those grains now in inventory. 

Mr. Patsy. Yes, sir. Do you want this in bushels or dollars? 

Mr. Founratn. Bushels, I believe would be better. 

Mr. Patsy. You want these by corn, wheat, and so on ? 

Mr. Fountain. Yes. 

(The information is as follows :) 


tory, 


Report of price-support commodities as of January 22, 1960 











Estimated Estimated cost value 
Commodity Total See 
Stocks ! 
Per unit 2 Total 
Grains and feeds: 1,000 units Thousands 
eh ic ctauthinmsedldcintanealeeie A kacmiaiel bushel_.- 1, 080, 722 $2, 607 $2, 817, 442 
DL. .  - .  dc ant nadeaenbawonnnmmGiames eee iaun 1, 220, 357 1, 759 2, 146, 608 
Pv cvctecnteonnnendsonsedtewensdaacwaaeeeauninee do... 60, 783 1.178 71, 602 
ined china ee eenmismind meianaineeeanaae eS 11, 133 . 762 8, 483 
Eo. nnncamwnwemminiemiibh hundred weight _- 268, 120 2. 606 698. 721 
Eig cendhimwdddactinbiduandnakndelbdbhnahpaaah wane bushel__ 2, 785 1. 275 3, 551 
Rice: | 

als icin Fon tacts ncbeatdectincimattbies hundred weight -- 2,014 5. 659 11, 397 
DN. cst ocdqul cnmantindinenenakeiasibgutassaae es 1, 884 10. 778 20, 306 
oe Lt ons neste ge nrntnniieesch aoa maniciceuadageeea bushel. 13 3. 189 41 
SS an rererrr er ics 9, 502 2. 280 21, 665 








ae epithe ED 


1 Estimated quantity of stocks owned by CCC, including commitments to purchase less commitments to 
sell. 

2 Estimated on the basis of average unit costs determined from the December issue of the COC Report 
of Financial Condition and Operations. 
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Mr. Patmpy. The corn figure, again, as of September 30, is 1,184 
million bushels. 4 

The wheat bushels are 1,132 million. 

We do not have grain sorghums here, that I can get my finger on 

resently. 

Mr. Naventon. Mr. Palmby, the current figure, I think I noted 
from the September report, was 275 million hundredweight for sor- 
ghum, which would be roughly 500 million bushels. Does that sound 
correct { 

Mr. Patmepy. I think so. 

Let it be said that we will check this figure. If this is wrong, we 
will supply the correct figure. 

Mr. Naventon. I think the combined inventories of other grains 
would probably be less than 200 million bushels. 

Mr. tea. I would think so. 

Mr. Fountatn. Does that include soybeans, barley, others, and rice? 

Mr. Patmpy. Yes; except for rice. 

Rice I think we should dan by itself. It is handled so much differ- 
ently. Generally, we don’t consider rice in the same category. 

Mr. Founrarn. What are the quantities of wheat, corn, and grain 
sorghum which were in inventory after the takeover of the 1952 crop? 

Mr. Patmpy. I don’t think I quite get the question. 

Mr. Fountain. The quantities of wheat, corn, grain, and sorghums. 

Mr. Patmpy. The comparable figure in bushels in 1952 for corn was 
990.7 million bushels. 

And the comparable figure for wheat is 464.4 million bushels. 

This is September 30, 1953. 

We would like to supply this on grain sorghums. However, I can 
add at this point that it was very nominal. 

Mr. Fountain. Are there any substantial quantities of 1959, o1 
previous grain, which is still stored on farms under reseal agreements ? 

Mr. Patmpy. Yes, sir; there is. 

Mr. Founrarn. I wonder if you would give us those reseal figures. 

Mr. Patmpy. This is crops prior to the 1958 crop / 

Mr. Fountrarn. Yes, 1958 or previous crops. 

Mr. Patmpy. You wish the figure on 1958, also? 

Mr. Founrarn. Yes. 

Mr. Parmpy. I guess we will have to supply that. We don’t have 
that figure with us. 

I would make one general statement before we supply it. 

Mr. Founrarn. Fine. 

Mr. Patmpy. We have reseal and extended reseal, understand, so 
that I think a random judgment figure is about half of that held back 
on farms in reseal or extended reseal, in the form of 1958 crops. 

Mr. Founrarn. The other half, previous crops? 

Mr. Patmsy. The other half, previous crops, I may be a little off. 
It may be over 50 percent in 1958 crops, but we do have extended reseal 
on several other crops. 

Mr. Naventon. Would that be primarily corn that would be 
resealed ? 

Mr. Patmpy. Yes. 

However, we do have about 38 million bushels of oats in reseal and 
extended reseal. 
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In round figures, we have 30 million bushels of oats resealed, and 
8 million bushels of the 1957 crop resealed. ; 

I am quoting these figures from memory, but I know they are rea- 
sonably accurate. 

Mr. Naveuton. What would the total be of grains not taken over: 
would it be around 100 million bushels or would it exceed that?’ 

Mr. Paumpy. It would exceed that. In my random guess at this 
point, it would be something over 250. ‘This is only a guess figure, 

Mr. Naveuton. Could we have the comparable figure for 1959 op 
prior crops that were under reseal at the completion back in September 
1953, so that we have the balance on these ? 

Mr. Patmpy. Yes. 

(The information is shown in the following table :) 


Grains under reseal, as of Sept. 30, 1953 














[Bushels] 
1952 crop Total 
Is ati ptm et tpn — = pein ag beige ens eanebprenrns-as9b4o 40 He | 3, 384, 927 3, 3%4, 927 
Wheat wen nen nn nn nen ne ee een eee ee - ------- } 5, 267, 221 5, 267, 221 
eS nh Si okra eens Adee ape iieicn vetoes | 2, 726, 616 2, 728, 616 
Grains under reseal, as of Dec. 31, 1959 
[Bushels] 
] b nahaee | ol fh neat 
| 1958 crop | 1957 crop | 1956crop | 1955 crop Total 
| 
dias — = a ~ at, r _ 7 se PT 
Ones. 225i .... 2 eee 30, 172, 526 32, 326, 314 | 1, 565, 838 141, 348,076 
el ile 44,991, 184 7,230, 770 | 1, 628, 977 | 0 53, $45, 931 
«A ee | 24/599; 164 | — 10/059' 060 ee. 0| 34,658,224 
OOM cA Olid cg tides “| 30, 549, 685 8, 278, 930 0) 0 | 33, 828 6l¢ 
ns own an tin : 2, 120, 343 | 0 | 0 | 0} 2, 120, 343 
Flaxseed_........__.___- j | 1, 083, $05 Q | 0 0 | 1, O83, 405 
NIN ssi sin gstecnitnsn elastase -| 138, 555, 687 0 0 | 0 13, 555, 687 
: . lf 11,090, 104 1, 819, 463 0 |} 0 12, 999, 567 
Grain sorghums.- -_.---...-.---.-- [Lt (6, 210, 458) 
| 


1 (1, 013, 899) | angees . a | 1 (7, 229, 357) 


1 Hundredweight. 


Mr. Fountain. Were there substantial quantities of 1952 grain 
under reseal agreements after the takeover date ? 

Mr. Paumpy. In 1953? 

Mr. Founrarn. Yes. 

Mr. Pautmey. No, sir. 

The reason for it is: Reseal programs up to that time had never been 
a very big program. Also, that we were just coming out of the 
Korean war at that time and the stock situation was quite small. 

Mr. Founvatn. I think, just for the record, Mr. Palmby, we might 
have you explain a reseal agreement. 

Mr. Pautmpy. All right, fine. 

I can explain it this way: 

That in the process of making price support available to farmers, 
we have two types of loans, as I explained, a warehouse loan, and a 
farm-stored loan. 

The warehouse loan grain, of course, is automatically, if it is de- 
faulted, in our hands at the end of the loan period. This loan period 
ending date varies by grain. For instance, wheat is March 31. Corn 
is July 31. 
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Now, the reseal program, as we have announced them in an increas- 
ing number in the last few years, may apply only to the farm-stored 
Joan, which simply operates this way : 

The farmer may elect at the time of takeover, namely August 1, on 
corn to deliver it to us at a destination chosen by him within limits, 
or he may wish to continue storing it on his farm under the same rates 
that we pay the commercial warehousemen. This means he agrees to 
keep it for a 12-month period, and during this period of 12 months he 
is responsible for the quality and quantity of that grain. ' 

At the end of that 12 months he then will either deliver it to us, or 
if the policy is such that we again wish to extend that reseal, he may 
have the option of keeping it an additional year. 

Mr. Fountarn. What has been the net increase in CCC’s inventories 
of wheat, corn, and grain sorghums, respectively, from price-support 
activities for crops grown in the years 1953 through 1958? 

Mr. Patmpy. On corn, again, comparing the September 30, 1959, 
date to the September 30, 19538, date, we have an increase here, I 
believe, of 890 million bushels. 

On wheat, 670-million-bushel increase. 

For grain sorghums practically all of the inventory presently owned 
by us would represent an increase. 

"Mr. Fountarn. Mr. Naughton. 

Mr. Naveuton. To corn you would add perhaps 200 million 
bushels, or whatever amount is under reseal; am I right on that? 

Mr. Patsy. No, we are talking about that which is owned outright 
byCCC. Let me tell you why I said “No” on this. 

“We are experiencing an increasing number of redemptions. By 
“redemptions” I mean the farmer choosing not to default on corn. 

Now, there are a couple of reasons for this. One is, of course, the 
price is much lower and it fits in better into the feeding ratio. Second- 
ly, we have in I believe the last 4 years changed our policy a bit on 
reseal, compared to what it was prior to that time. And the change 
isthis: that we will pay a farmer under the present reseal policy right 
up until the day that he redeems, so that if he redeems midway in the 
reseal period he will be paid for storage for half a year. This is paid 
on a daily basis, whereas prior to this he had to hold it for the full 
year in order to get any reseal payment. 

We changed this policy because this encourages him to keep it on 
the farm first of all, and it encourages redemption, because he gets 
paid for storing it up until the date he needs it. And secondly, in- 
terest rates are quite nominal, as compared to going interest rates 
presently, so the interest factor is not offset by this storage payment. 

In answer to your question, with the present stocks of corn, resealed 
on farms, it is very possible, if it follows the pattern it has in the 
past few years, on the noncompliance corn rate that there will be 
substantial redemptions. 

Mr. Founrary. You referred to a change in policy. When was 
that change made? 

Mr. Patmey. On per diem storage? 

Mr. Founrain. Yes. 

Mr. Patmpy. I believe it was changed in 1957. 

64140— 61— pt. 3——_11 











952 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Fountarn. Do you have figures showing total acquisitions of 
wheat, corn, and grain sorghums, respectively, from the 1953 through 
the 1958 crops? rr 

Mr. Patmsy. Total acquisitions? 

Mr. Founrarn. Yes. 

Mr. Patmpsy. So this would be the total acquired each year. 

Mr. Fountarn. Yes. 

Mr. Patmpy. We have them. It would be merely the mathematics 
of adding them together. 

Mr. Fountarn. Would you do that, please ? 

Mr. Patmpy. Yes. 

Mr. Fountain. You can submit that for the record if it does not 
take too long. 

Mr. Patmpy. All right, thank you. 

(The information is as follows :) 


Total acquisitions by CCC of wheat, corn, and grain sorghums from 1953-58 
crops 
{In thousands of bushels] 





Wheat | Corn | Grain sorghums 
| 
| Hundred- 
| | Bushels } weight 
TE, os cadhst-nstenntcdariap-b-¢ Fieea tongs 486, 120 422, 275 | 40, 955 | 22, 935 
Te ian ina Piaaudinapiaangetapusapeand 391, 617 250, 634 | 110, 125 | 61.670 
ail Aico bi eh SL EEL s 276, 677 | 1 407, 208 | 92, 609 | 51. 861 
ec occicinasddconnatccunciduietubetonaeadtecd 1 146, 617 1 442, 413 | 32, 502 18. 201 
NI Foci Bin cap cendencinnawecennhcedpmeanneaieol 1 186, 196 | 1 237, 301 | 277, 590 155, 450 
DOE. cn nimasascqucese Pcp teewenemitiaeees 1 474,918 | 1185, 295 | 
' 


246, 073 | 137, 801 


1 Acquisitions through Dec. 31, 1959. More grain now under reseal will be delivered later. 


Mr. Fountain. For the crop years, 1953 through 1958, what were 
the average amounts by which the production of wheat, corn and grain 
sorghums, respectively, exceeded the disappearance ? 

Mr. Patsy. I’ve got to interpret this. 

If the question is: how much more is the carry-over, as compared 
to the disappearance each year 

Mr. Fountain. Right. 

Mr. Patmpy. You are referring to total stocks or CCC inventory? 

Mr. Navecnton. Would there be much difference between the two? 

Mr. Patmsy. No; it generally gets technical, I guess. 

Mr. Navucuton. Does most of the excess production wind up in 
CCC inventory, or would there be any substantial stocks—— 

Mr. Pautmpy. The percentage stays about the same. We have found 
as the total stock situation increases, the percentage held by CCC also 
increases. In other words, the amount held in the free position is 
pretty static. 
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The increase in wheat per year in the 6 years, from September 30, 
1953, to September 30, 1959, is 149 million bushel increase per year, 
on an average. And for corn, it is about 110 million bushels per year 
increase. This is averaging the 6 years simply into the total increase. 

Mr. Naventon. And wheat, the average production of wheat is 
around a billion bushels a year or a little bit over that, isn’t it? 

Mr. Patmsy. Mr. Naughton, we used to say—I am getting so I 
haven’t much faith in what averages are, because yields are going 
upsorapidly. I do not know what an average is any more. 

Mr. Naveuton. It has been around a billion bushels, except for 
1958, when you had 1,400 million, I think. 

The average excess of production over disappearance is about 15 

recent of the total production on wheat, if it 1s 149 million bushels? 

Mr. Patmpy. I missed that. 

Mr. NavGuTon. Since we have had an average of 149 million bushels 
of wheat per year produced in excess of consumption, it is roughly 
15 percent or a little bit less ? 

Mr. Patmpy. That is right. 

Mr. Naventon. On corn I think you gave a figure of 110 million ? 

Mr. Patmpy. Yes. 

Mr. Naventon. Now, corn production has been in the neighbor- 
hood of around 314 billion ? 

Mr. Patmsy. I thought you were going to give the average pro- 
duction. 

Mr. Naveuton. The average production of corn has been around 
314 billion. 

Mr. Patmpy. 3.251, 1947 to 1958. 

Mr. Naveuton. So the 100-some million bushels that you had left 
over has only been, oh, less than 3 percent of the total corn production ? 

Mr. Patmpy. That is right. 

Mr. Fountarn. Can you give us the average percentage by which 
production of each year of those crops exceeded disappearance for the 
crop years 1953 through 1958? 

Mr. Paumpy. For the three crops, now ? 

Mr. Fountain. Yes. 

Mr. Patmpy. The average percentage increase 

Mr. Fountain. By which production each of those crops exceeded 
disappearance for the crop years, 1953 through 1958. I believe you 
have just about given it to us on wheat and corn. 

Mr. Paumpy. Yes. I gave it to you on wheat and corn. 

We would have to supply it on grain sorghums. Our figures here 
on grain sorghums are not as complete, because it has not prior to now 
had the importance in our figures as it does today, and so if I can 
supply this one later, let me say that the increase—the percentage 
increase here on grain sorghums would be considerably greater than 
itwould on wheat and corn. 














954 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


(The information is as follows :) 


Production and disappearance of 3 principal field crops (wheat, corn, and grain 
sorghums) 1959-54 through 1959-60 marketing years 


[In thousands of bushels] 



























































WHEAT 
—onancacnenestnaiae 
Di | a 

3 . isappear- Amount Perec 

Year Production ance production productine 
for grain (domestic | exceeded dis- exceeded dis. 
plus export) | appearance | appearance 
— — - — — — | tame 
1953.......-..-----------------------0--2----0- | 1,173, 071 850, 646 322, 425 ‘i. 
1954.........----------------------------------- 983, 900 885, 433 98, 467 109 
1056.....--...-.-------------- weeccesecnesenenns 934, 731 947, 440 —12, 709 as 
GONG. ooo si oi 5sccnlsle dose can wsceeeseseoses 1, 004, 272 1, 136, 669 —132, 397 ome 
1957...-.--------------------------------------- 950, 662 | 989, 368 —38, 706 ~29 
1068... ...------ 22-2220 2 oo ono o-oo o-oo 1, 461,714 | 1, 071, 907 389, 807 87 
be i>. Sees ist dct tape age | 11,128,151 | 2 1,065, 000 | 63. 151 se 
_ —— eS | dhiisie 
Total, 7 YOOlS... -... 22-2202 oe nso nnese 7, 636, 501 | 6, 946, 463 | 690, 038 9.0 
| | E 

CORN 
i LL 
TI iiiiasindeitinrernansinewienonmnctimnintinesiet 3, 209,896 | 3, 060, 476 | 149, 420 47 
Si adeisinnawons pu nennannswangennmeswaninstap | 3, 057, 891 2, 943, 887 | 114, 004 37 
Wd edt vetbedankncamdadwasoonmineacdnde = 3, 229, 743 3, 100, 170 | 129, 573 40 
De iicinonstnierresonnniwinctadunirnaeuhaneiinns | 3, 455, 283 3, 202, 043 253, 251 73 
RT a cinncanaasde seetadngeapniapaesaetinnnsagredl | 3,422,331 | 3, 378, 361 | 48, 970 14 
BNL Diario sdk <n san acndnntndeceoes | 3,800,863 | 3,742, 141 | 58, 722 nt 
DN SK ccupcachinamnnancsiiiaseonciiwes ....| 14,361,170 | 23,842,000 | 519, 170 119 
|—— —|——- |——— * 
att 2 OIE cts caine linnmnasinebae te | 24, 537, 177 23, 264, 079 | 1, 273, 110 52 

GRAIN SORGHUMS 

1953_.------------------------------------------ 115, 719 100, 955 14, 764 12.8 
1954....---------------------------------------- 235, 295 182, 578 52, 717 2 4 
1955 .......---2-0---22------20----- 22-2222 2--0e-- 242, 526 236, 127 | 6, 399 26 
1956......-------- wennn nee nee-----------2----5- 206, 205 208, 101 | —1, 896 -.9 
1957_...---------------------------------------- 564, 324 | 334, 406 | 229, 918 40.7 
SRS: akin aes eabecngid ieeenaoadine 610, 376 409, 790 200, 586 32.9 
OTR IRPDSTE ASTER Ret eI | 1579, 178 2 539, 000 | 40, 178 69 
Total, 7 years....------ niemiicnintitle | 2, 553, 623 | 2, 010, 957 | 542, 666 21.8 








1 Preliminary. 
2 Estimated. 


Mr. Naveuron. Has there been a significant increase in recent years 
in the annual disappearance of wheat, corn, and grain sorghums? 

Mr. Paumpy. Yes, sir. You throw them all together; we could 
handle them one at a time 

Mr. Naucuton. Yes; one at a time. 

Mr. Paumpy. Not particularly significant increase in wheat dis- 
appearance. A very significant increase in disappearance of corn 
and grain sorghums; yes, sir. 

Mr. Naveuron. As a matter of fact, your estimated disappearance 
in 1958 was actually greater than production in 1957; wasn’t it! 

Mr. Patsy. In corn? 

Mr. Naueuron. Yes. 

Mr. Paumpy. Yes, sir; the disappearance on corn in 1958 was about 
3.8 billion bushels, and this was an unprecedented disappearance 
figure, and it was substantially over the 1957 production. It was 
nearly the total of the 1958 crop. 
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I do not have the exact 1957 production in mind. The average, you 
will recall, was 3.25, and so a disappearance figure of about 3.8 is cer- 
tainly substantially over a 10-year ae production. 

Mr. Naventon. Is the picture about the same on the total feed 
orains produced? I think the major ones are corn, grain sorghum, 
barley, and oats. — 

Mr. Patmpy. Right. 

Mr. Naventon. Is the picture about the same with respect to the 
percentage of excess production over disappearance? In other words 
do the percentages run about the same? ; 

Mr. Patmpy. No. ‘Taking oats first, there is no increase in the stock 
situation as compared to disappearance. In other words, we actually 
are getting close to having a shortage of oats. The stock situation in 
oats is very favorable. Barley does not present the same surplus prob- 
lem as the other two; namely, grain sorghums and corn. _ 

Mr. Naventon. Does barley present much of a problem in terms 
of your support or storage program? Is it a significant item of ex- 
pense ? See Zoe 

Mr. Patmpy. Yes; it is a significant item. Presently it seems to 
me we have about 70 million bushels in stocks. It is much smaller, 
but it is a major item in price support. 

Mr. Navenron. But it is only about perhaps 7 or 8 percent of the 
corn inventory ¢ 

Mr. Patmpy. Yes; that is right. 

Mr. Founta1n. Before we get into the questions of carrying grain 
inventory, do any of the other members of the committee wish to ask 
questions concerning the acquisition of surplus grain? 

Mr. Lancen. Yes, Mr. Chairman, I would like to, if I may. 

First, however, Mr. Chairman, if I may say this, I should like to 
welcome the panel to the committee this morning, and for the benefit 
of the rest of the members of the committee I should like to recog- 
nize a fellow Minnesotan. Mr. Palmby has distinguished himself in 
Minnesota in the field of public service, particularly as it pertains to 
the farm program, and I think has served the State of Minnesota and 
the Nation in a remarkable capacity in all of the assignments that 


have been his. And I should want to bid particular welcome to him 
this morning. 


Mr. Patmpy. Thank you. 

Mr. Lancen. Secondly, and if I may follow this through just a 
little further, in order that I might have a little better understanding 
of what the experience of the Commodity Credit Corporation has 
been in the handling of stocks, the questioning up to this point has 
seemed to indicate that the total amount of stocks of the Commodity 
Credit Corporation have increased substantially in these respective 
fields since 1952, and to the present time. 

Now, is it not true, Mr. Palmby, that by taking these figures we 
are finding a low point in the stocks of Commodity Credit Corpora- 
tion, which come about substantially because of the Korean conflict, 
in that we have just experienced a reduction because of the conflict 
which reached a point at about 1952? 

Mr. Paumpy. Yes, sir, that is a very true statement, and we have 
some figures here in just one second, if we could be allowed to hunt 
these, as to how the stock situation was building up between the two 
wars, It is quite an interesting figure. 
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Mr. Chairman, and Congressman Langen, if we would pick a figure 
say, going back 3 years prior to this, which would have reflected the 
1949 crop, the date being September 30, 1950, we did at that time 
have in inventory $733 million worth of wheat, for instance, which 
as you compared that figure again to September 30, 1953—if we could 
take it back to 1952, it would be $375 million. So the 1952 ero 
reflected a great jump-up in takeover. If we were to take corn fop 
the same period of time, for instance, September of 1950, which re. 
flected the 1949 crop, $516 million, and comparing that figure which 
did reflect the 1952 takeover in September of 1953, the figure was 
$387 million. 

On other feed grains, the comparison is not quite as picturesque, 
because we did not have much activity in grain sorghums. If J 
could say one thing more, Congressman Langen: We have gone 
through these cycles, up and down, and we were reaching a very 
high level in the very early fifties and then these inventories, be- 
cause of the Korean conflict, did go down very rapidly. We experi- 
enced a buildup since. 

Mr. Lancen. If I may pursue that just a little further. 

Mr. Founrarn. Go ahead. 

Mr. Lancen. It seems to me, if my memory serves me correctly, 
that this is possibly the third experience that we have had in the 
way of commodity credit stocks growing and accumulating to sizable 
amounts. My experience seems to indicate that we had that experi- 
ence in the thirties, and up to World War II, that stocks at that time 
were growing, and then World War II came along, and again we, 
of course, experienced a decline because of it. 

Again, the comparable experience was, after the conclusion of World 
War II, prior to the Korean conflict, we again had a rise in these 
stocks that dropped because of the Korean conflict. This is the third 
experience, following somewhat the same pattern. 

Is that a proper statement ? 

Mr. Paumpy. It is, Congressman Langen. It makes a very pic- 
turesque story, 1: a way. We have had three waves of bin buying 
in this country, in CCC operations. One was prior to World War II, 
where there were steel bins bought by CCC; they were disposed of 
during the war, because it was thought we would no longer need them. 
Following World War II, and before the Korean conflict, we had 
another wave of buying steel bins, and then there was no activity 
again, and then following the Korean war, the third stage entered, 
where we had another bin-buying, and then followed also by a more 
rapid commercial expansion. I didn’t want to get into storage, but 
this illustrates these waves, which the Congressman talks about. 

Mr. Lancen. Just one further question and then I will be through 
for the moment. Has there been an experience in this last buildup of 
the stocks of quite a shift from one grain to the other? Have we 
had some that have gone down? It seems to me it was indicated by 
the questioning here a while ago, that oats, for instance, have some- 
what improved, whereas corn and wheat may be increased. 

Is the same true in barley, to a degree, and what about flax and 
soybeans; haven’t we experienced a decline in those while the others 
have gone up ? 
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Mr. Pautmpy. Yes. If I may answer a bit of a narrative state- 
ment here—again, this is quite a picture as to what has happened 
with feed grains. It seemed to have been the habit, scholars of agri- 
culture in this country, when we talk feed grains, we talk corn. 
But this is a misnomer because grain sorghums, barley, and oats, are 
likewise feed grains, and they compete for the same market with 
corn. : 

So what happened here, Congressman Langen, was that we have 
followed through the years this tendency for a long, long time of 
acreage to be pulled away from oats and also from barley, which, 
however, has been more sporadic than oats, and there has been a shift 
to other crops. ‘This means that when we had this rather unrealistic 
price support level for corn, the corn stocks built up unrealistically, 
whereas—and I should go one step further—and also with wheat 
allotments and cotton allotments being in effect, the land so taken 
from those crops went to grain sorghums. Grain sorghums being 
produced in an area where generally there is not much livestock fed. 
So we had then another buildup of a new feed grain, grain sorghums, 
because the support level was rather unrealistic as compared to its 
feeding value, so we again had this hump of a buildup of grain sor- 
ghums, and all the time this trend to shift away from oats has left 
our stock situation, as regards oats, very nominal. 

Then if I could make one other comment: We have had years when 
we have had a sizable inventory on flax, but because of various reasons 
the flax inventory at the present time is completely depleted. Soy- 
beans make a different story, in that this is a rather new crop, and 
we have been successful to date to absorb an increasing amount each 
year through exports and domestic crushing. 

So all together, I think there are a couple things we have to keep in 
mind—we certainly do, in handling our inventory and in supporting 
prices; the one overriding thing: That each one of these feed grains 
competes, not for its own market, but for the feed-grain market. Any 
relationship that affects one abnormally is reflected sooner or later in 
our inventory. 

Tam talking too much, excuse me. 

Mr. Fountarn. That is all right. 

Mr. Lancen. That is all, Mr. Chairman. 

Mr. Founrarn. Mr. Smith. 

Mr. Smiru. I have a few questions. I wonder, do I recall correctly, 
that some time, it may have hoe in 1949, that you ran out of corn ? 

Mr. Patmpy. Congressman, it was not in 1949. We had a huge 
crop in 1949. The 1948 crop was also large. It seems to me, thinking 
from memory for a bit, the 1947 crop was quite small. 

Mr. Smrru. In between there, there was one time, anyway, when 
you did run out of corn ? 

Mr. Naventon. 1947. 

Mr. Patmpy. Let me tell you that we had no inventory prior to the 
takeover of the 1948 crop. When I say no inventory, I mean from 
World War IT. 

Mr. Sairn. Yes. So then this 1950 figure you referred to, $516 mil- 
lion, do you know how many bushels that was ? 


Mr. Parmpy. We can supply you the actual bushels. We do not 
have it here. 
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(The information supplied is as follows: 


Corn inventory 
Oct. 1, 1950: 
Bushels_-------------------------------------------------- 334, 561, 455 
Value..___._._-..--.------------~--~---—-----------....-.. $516, 995 a 
Mr. Smrru. It would be approximately 300 million bushels, wouldn't 
it? 

Mr. Patmpy. About 335 million bushels. 

Mr. Smiru. So that would have been only about 1 month’s supply 
of corn ? 

Mr. Patmpy. It would be 1 month’s supply, as compared to the 
normal disappearance, that is right. 

Mr. Smiru. Yes. So we were still at that time considerably under 
what we would need for a normal carryover ? 7 

Mr. Patmpy. You are talking about two things here. You are talk- 
ing CCC stocks and you are talking carryover. 

Mr. Smiru. Yes. 

Mr. Patmpsy. Of course, carryover, you understand, consists of CCC 
plus free stocks. 

Mr. Smiru. Yes. 

Mr. Patmpy. When you refer to what is desirable for normal carry- 
over, cringe. I don’t know what is desirable. : 

Mr. Smiru. At least we know it is more than I month’s supply, 
considerably. : 

Mr. Patsy. I think, Congressman, it depends from whose angle 
you are talking. If you are talking from my side, as a producer, who 
wants to sell a new crop. 

Mr. Smiru. Iam ae from the consumer’s angle. 

Mr. Patmpy. Yes; from the consumer angle, I think they should be 
very happy to see sizable carryovers. 

Mr. Smiru. To see several months’ carryover on grain ? 

Mr. Pautmpy. Yes, sir. I suspect at least a sizable stock situation 
from the consumer angle. , 

Mr. Smirn. As a matter of fact, I just was figuring here what you 
have in inventory right now is only 4 months’ supply on feed grains. 
This is ignoring the fact that you’ve got a big liability coming on for 
the 1959 crop, but as of right now you only have 4 months’ supply in 
inventory. 

Mr. Patmpy. As compared to normal disappearance again ? 

Mr. Smiru. Yes. 

Mr. Patsy. Yes, I guess that is right. 

Mr. Smiru. Now, do you have any estimate as to what your take- 
over will be of the 1959 crop? 

Mr. Patmpy. No, sir. We don’t have any estimate what will go 
under price support. You being an Iowan, I think will appreciate 
this statement. If you can predict the weather through March, April, 
and May, I will give you a pretty good estimate. I say this, because 
the Iowa corn crop is very wet. If the weather continues unfavorable, 
certainly the volume will be much less than if we should have a very 
dry spring. 

Mr. Smrru. Of course, as you probably know down there, moisture 
in the soil has never been better, so everybody is going to run as short 
as they can for the big crop coming on? 
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Mr. Patmpy. Yes, sir; farmers are optimistic, as they traditionally 


ie Fountain. That is not true of my section of the country. 
(Laughter. ] ' , 

Mr. Smiru. Our estimate that we got in Des Moines, at that hear- 
ing, was arrived at this way. About a third, of the corn in inventory 
of OCC, I believe, was carried in Iowa. 

Mr. Patmpy. I think that is right, yes. 

Mr. Smiru. Figuring from the estimates they had there, we would 
figure it would be a minimum of 550 million bushels carryover, from 
this 1959 crop, and I might say also that I checked 

Mr. Paumpy. Congressman, could I ask a question ? 

Mr. Smiru. Yes. 

Mr. Patmpy. I missed the 550. What does that 550 represent ? 

Mr. Smiru. That would be the takeover of the 1959 crop in CCC 
stock. 

Mr. Patmpy. This would be nationally ? 

Mr. Smitu. Nationally. 

Mr. Patmpy. I say this because it is an interesting one. I would 
not predict what is coming under price support, but I would have to 
hasten to add from the limited experience we have had with a low 
level price support on corn your figure of 550 million bushels would 
have to reflect extremely favorable weather conditions from here on 
out. 

Mr. Smiru. And I was also interested in the fact that Iowa State 
College, I contacted them up there and asked them for some estimates, 
and they said that would be a minimum figure. 

Mr. Patmpy. My statement still holds, Congressman. 

Mr. Smirn. That they would predict probably closer to 750 million 
bushels, under all the situations we have with regard to the need for 
producing more acres, since the price support is lower they think the 
acreage will be at least as high or higher than it was in 1959. 

Mr. Patmpy. You are talking of the 1960 crop ? 

Mr. Smiru. I grant that, that is for sure. But if you have a re- 
duction of the spring pig crop, it is bound to increase the amount that 
goes into CCC stock, instead of in the hog. 

Mr. Patsy. Statisticians would say what you are saying is gener- 
ally right, but there, still, are some other avenues of disappearances. 

Mr. Smiru. The reason I bring this up anyway was I was interested 
inyour statement that the unrealistic price support level for corn, built 
OCC corn stocks, when it seems to me as soon as we lowered price sup- 
port and took away control, we had about a 500 percent increase in 
the buildup of our stocks the first year. 

Mr. Patmpy. Congressman, you missed one point. I said it built 
them unrealistically, as compared to other feed grains. 

Mr. Smiru. That was, of course, due to the fact there was no cross- 
compliance, wasn’t it ? 

Mr. Patmpy. Here is how it operates: A $1.50 support level for 
corn, and in turn the support level for oats, barley, and grain sorghum, 
not by statute nor any other mandatory authority, was tied to that 
compliance range, so it follows Gresham’s law with compliance for 
corn tending to be offset by overplanting of other grains. 
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Mr. Smit. The farmer was permitted, even though he complied 
with the corn allotment, to put in all the grain sorghums he wanted to 
There was a lower price on grain sorghums, so he fed the grain gor. 
ghum instead of corn? 

Mr Patsy. If it was in the same area, that is right. 

Mr. Smiru. The basic cause comes back to no cross-compliance, be- 
ing permitted to put in the grain sorghum to begin with. : 

Mr. Pautmpy. In other words, we quite often hear the term diverted 
acres. There are no diverted acres, assuch. They are diverted from 
one crop to the other, but not diverted out of production. 

Mr. ota The point was, the man reduces his corn acreage, and 
so he diverts the acreage that would have gone into corn into grain 
sorghum, he ends up just about where he started in total production, 

Mr. Patmsy. That is right. 

Mr. Smiru. The reason I am really so much interested in this, as 
I am sure you are, is that our figures in Lowa were that there are 53 
million bushels of empty bin space in CCC bins, and taking it on a 
national basis, it is obvious that if this estimate of 550 million bushels 
is correct, there has got to be a lot more bin space come from some- 
where, then. 

Mr. Patmpy. Congressman, I am going to make a prediction here, 
and I am on dangerous ground, as it is too early to say what our 
storage problems will be but the prediction I am going to make is 
that we will not have a storage problem this fall. 

Mr. Smirn. Yes. In view of this, anyway, if these estimates that 
were calculated by your people in Iowa, and by Iowa State College, 
are correct, the takeover of 1959 corn will be five times as much as 
the average takeover in the last 6 years. 

Mr. Patmpy. The takeover of the 1959 crop ? 

Mr. Smiru. That is right. 

Mr. Patsy. All I can say is we do not think so, and I say this be- 
cause—have you seen the latest press release we put out on price- 
support activity ? 

Mr. Smirn. I have seen several. I do not know which one is the 
latest. 

Mr. Patmpy. The price-support activity does not indicate to date 
that there can be any such volume go under price support. 

Again, I am going to draw on a bit of experience in working with 
these price-support programs, weather always is a factor, but still 
there is a very realistic physical limitation on the amount of corn the 
farmers can put under price support. The physical limitation, in ad- 
dition to the high moisture, is the suitable cribspace which they have. 

One other thing, the open market price of No. 2 corn today is so 
close in many areas to the price-support level that it generally does not 
encourage putting a great volume under price support. 

Mr. Smirn. Well, we have these two facts: You had a 3.8 billion 
disappearance last year. 

Mr. Paumpy. Yes, sir. 

Mr. Sarru. Then we had a 4.4 billion crop, and that is six-tenths of 
a billion, or 600 million difference. Do you think the next crop will 
be smaller, or that the disappearance will be higher, because the dif- 
ference has got to go Heren.t 974 and it is either going to be carried 
privately or in CCC stocks. 
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Mr. Patmpy. I would not have any idea what the next crop will be. 
This is too risky, and I do not know. Let’s assume for a minute it 
is sizable, then the other question is disappearance. We did experi- 
ence this 3.8 billion bushels last year, which is far and beyond what 
[ think most any student who tried to project thought the disappear- 
ance would be. I will say this: that I am sure that we’re experienc- 
ing a very rapid disappearance this year. 

fr. SmirH. But your estimates are that the spring pig crop will 
be down 11 percent, so that would reduce disappearance instead of 
increasing. ok ; 

Mr. PatmsBy. Well, of course, again you are jumping at a bit of 
conclusion, because I say it from this standpoint: That the decrease 
in the pig crop this year is not going to necessarily have its full effect 
felt upon the ae ae of crop this marketing year—in other 
words, before October 1. Part of that decrease will be felt somewhat 
later than that. 

Mr. Smiru. But it is the 1960 spring pig crop that will eat the 1959 
crop. : 

Mr. Patmpy. Yes. There is a carryover into October 1, and what 
I was getting at is the still sizable fall pig crop is doing a good job 
of consuming the 1959 crop. 

Mr. Smiru. I can remember a time or two in the past when it was 
the month before they started building bins, and I know what that 
does to the market, and what kind of a problem it is. I just ho 
far enough ahead of time you will come to a conclusion that will 
permit the takeover in orderly fashion, or we will really be in trouble. 

Mr. Patmpy. Congressman, there is no one that has gotten burnt 
more than I have, by having a farmer threaten to dump his corn in the 
county courthouse, and particularly in an election year we don’t want 
this to happen. 

Mr. Smiru. I notice you are listing the obstacles to selling sur- 
pluses abroad. One that we commonly hear—and I’m interested in— 
I don’t know what the real answer is—is that the State Department 
sort of puts a damper on some of these sales that could be made to 
some foreign countries. 

I notice you list as an obstacle avoiding damaging the economies 
of other exporting nations friendly to the United States. And I take 
it that that is another way of saying that we could export more if it 
wasn’t for the State Department not letting us; is that right? 

Mr. Patmsy. I wouldn’t put it quite that way, because I will tell 
you why I wouldn’t, because I have through the years been working 
with State Department officials, and have obtained a great amount of 
respect for them. I think I can best answer it this way: Wheat is 
perhaps the one that always is the most closely watched of all grains, 
and quarterly in an informal manner we meet with the Canadians, 
and we have long ago learned that while wheat, as an internation] 
commodity—and it has international aspects in trading, as far as hold- 
ing stocks are concerned, and as far as stabilizing the world market 
is concerned, it is a North American problem. It would be folly in 
our opinion to enter into any price-cutting war with Canada to export 
wheat, in addition to what it would do to our good market in Canada 
for other commodities. It would have a wholly demoralizing effect, 
and I think in the long run the gain would be nil. 
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One thing more I would like to say on course grains, because I think 
it affects Iowa a good deal. I think we are doing quite well on coarse 
grains. I believe we last year had 53 percent of all of the export 
market on coarse grains, and in my opinion as the coarse grain export 
trade goes up, and it will go up, we are going to get a still higher 
percentage of that. 

Mr. Smiru. Now, in the case of wheat, isn’t it true that Russia has 
increased their percentage of world trade, while we have been decreas- 
ing ours? 

Mr. Patmpy. Russia, yes, sir, is increasing some. It appears Rus- 
sia, as regards wheat, may get back into the area so that she has more 
of the old traditional market that she used to have. 

Mr. Smirn. Does Canada have any kind of a program to get their 
prices down a little lower on the world market to compete with Russia, 
or not? 

Mr. Patsy. No, sir. 

Mr. Smirn. We do have, though, here. 

Mr. Patmpy. A program—well, here, Canadian prices and exports 
are handled by the Canadian Wheat Board. That is the governing 
body that sets the price. We in turn have a subsidy-setting program 
here. We work together with Canada in trying to be competitive in 
the world market, and we must compete with one another, and we do, 
and to get the picture of this is to sit with the Canadians. They make 
the charges many times that we have been lower in this market than 
they have. They think we are too low. And we make the same com- 
ments to them, it is a give-and-take proposition. We do watch one 
another very closely. 

Mr. Sorru. I appreciate the problems with Canada, but it just 
seems to me Canada and the United States should be able to cooperate 
together to keep Russia from getting a larger wheat market. They 
are not using a program whereby they can lower their price a little 
as wecan. ‘Then we are being cooperators in holding back from sup- 
plying a certain amount of the market that we could supply. 

Mr. Patmey. With all due regard to your thinking, and we have 
talked about this a good deal on wheat, it is our feeling that Russia 
is not going to be a major factor in the world wheat market, but that 
she is going to sell at a competitive price, regardless of where that price 
is and at the time that she needs, or desires somes foreign exchange. 
She is going to sell some wheat under such conditions regardless of the 
price level. 

I am saying wheat, because when you look at the other grains, we 
don’t see any chance that she is going to be a big factor. But on 
wheat, I think she is going to be a factor, up to a limited volume. 

Mr. Smiru. Anyway, there really is no difference of opinion between 
the Agriculture Department and the State Department on this, then! 

Mr. Patmpsy. On wheat ? 

Mr. Smiru. Yes. 

Mr. Patmpy. No, sir, there is not. 

Mr. Smrru. So we don’t have any real hope of increasing our foreign 
sales in order to get rid of some of this CCC stock ? 

Mr. Pautmsy. I would not quite agree with that statement. We 
summarize our wheat prospects this way: that there is going to be an 
increasing volume moving on the world trade. We further feel we 
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are going to share in that increase in volume. We may actually in- 
crease our percentage a small bit. So what I am saying, the pie is 
going to get a little bigger. We are going to share in that pie. We 
actually may just get a little bit more share of it. 

Mr. Smiru. That is all I have, Mr. Chairman. 

Mr. Fountain. Mrs. Dwyer. 

Mrs. Dwyer. No questions, Mr. Chairman. 

Mr. Naveuton. Mr. Palmby, going back for a moment to this 
question of the effect of the Korean war, corn acreage allotments were 
imposed in 1950, were they not? I think 1950 and 1954 through 1958, 
are the only years in which they have been imposed since World War 
1! | ms 

Mr. Patmpy. Yes; I believe that is right. 

Mr. Naveuton. And when, of course, the Korean situation came 
along, because of the need for additional production, acreage allot- 
ments were not reimposed the next year. As a matter of fact, I am 
sure there was encouragement to plant larger crops to fulfill the ex- 
pected needs. 

Mr. Patsy. Yes. 

Mr. Naveuron. So that actually acreage allotments had not had 
any real trial as to whether they would have handled the corn surplus, 
if you could call it that, at the time of the Korean war, had they? 

Mr. Patmpy. Not at the time of the Korean war; no. We, of course, 
had quite a history of acreage allotments on corn much earlier than 
that. 

Mr. Naveuton. I think they were in effect only from 1938 to 1942? 

Mr. Patmpy. Yes; 1 think that that is right. 

Mr. NavueuTon. Four years’ time. 

Mr. Patmpy. That is right. 

Mr. Naucuton. And then for the one year of 1950, and, of course, 
for obvious reasons, they were taken off. Did the Department of Agri- 
culture feel that the carryover levels, the inventory levels, and the car- 
ryover levels, at the time when the 1952 crop was taken over, were 
burdensome and dangerous ? 

Mr. Patmpy. At the time the 1952 crop—— 

Mr. Naueutron. When you completed your takeover, when you esti- 
mated the size of the 1952 crop, and whatever surplus was left over 
from prior to that time, was it the position of the Department that 
these surpluses handed you by the previous administration were bur- 
densome and at dangerous levels? 

Mr. Patmpy. We did not invoke acreage allotments until 1954. 

Mr. Naventon. Sol take it that you 

Mr. Patsy. So as regards the stock situation prior to that, it was 
our judgment in applying the carryovers to the law, as it was enacted 
by the Congress, that the stocks were nonample, that is right. 

Mr. Naveuton. So that you were not really concerned about the size 

of the carryover that you acquired in 1953, so far as corn is concerned, 
anyhow ? 
_ Mr. Parmpy. As far as declaring acreage allotments in effect, that 
1s true, because they were not the size that they were surplus, as far 
as the act was concerned. The act was pretty explicit—the 1938 act— 
when acreage allotments should be invoked. 

Mr. Naveuton. In looking over the value of price support in- 
ventories from 1947 through 1952, the highest figure I find a little over 
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$214 billion about the time of the Korean War. Am I correct on 
that ? 

Mr. Paumpy. $2,600 million; yes. 

Mr. Naveuton. Of course, controls on many commodities had not 
been in effect at all for many years, since in the immediate postwar 
years we were still producing as rapidly as we could in order to meet 
a worldwide deficit situation ? 

Mr. Patsy. I think that is true; yes. 

Mr. Navaeuton. So, for many of those years, there really had been 
no necessity to apply controls. As a matter of fact, we were trying 
to get increased production. 

Mr. Patmsy. Mr. Naughton, we have here someplace, if we can 
get our fingers on it—we don’t want to take your time now, but we 
have a table on yields, which is a very picturesque thing, which begins 
to plug in and have a very real effect on the whole crop situation in 
about this same time. We will get our hands on it here in a minute, 
and I would like to go over it with you. 

Mr. Naveuton. But I take it, as of January 1, 1953, you wouldn't 
say that the Department had had any great reason to say acreage al- 
lotments had been given a fair trial and found to be unsatisfactory ? 

Mr. Patmsy. Unsatisfactory as far as controlling production is 
concerned ? 

Mr. Naueuton. Yes. In other words, had acreage allotments been 
given a fair trial and found incapable of controlling production; was 
that the opinion of the Department ? 

Mr. Patmpy. No, they hadn’t been tried. 

Mr. Naventon. I have just a few more short questions. You in- 
dicated that the bins which had been acquired prior to World War II 
were disposed of during the war. I wonder if that is true for all of 
them, because when we were in Iowa I think we received testimony 
that they still have some 1939 bins in which they are storing corn now, 
and which they expect to be good for quite a few more years. 

Mr. Patmpy. Mr. Naughton, I personally have climbed into quite 
a few bins that were acquired back then. 

Mr. Navauton. They were partially disposed of? 

Mr. Patsy. They were largely disposed of. 

Mr. Unperuiy. All were sold that were constructed so they could 
be used economically and reasonably on the farm. 

Mr. Naveutron. You commented, I think, in talking about the in- 
crease in production of grain sorghums, that this was encouraged by 
an unrealistic price support level on grain sorghums. 

Mr. Patmsy. Yes; unrealistic as regards the feeding value of its area 
of production. 

r. Navcuton. Am I correct that grain sorghum was one of the 
crops where the Secretary had authority to set the price level wherever 
he wanted to? 

Mr. Patmpy. Within discretion. But now this is a little broader 
statement than meets the eye, because with a noncompliance support 
rate on corn being mandatory, I can’t conceive of any Secretary of 
Agriculture, even though he has this discretionary authority, to not 
consider the price support level of corn in setting the support level of 
grain sorghums. 
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Let me trace this through a bit. This support level on grain sor- 
ghums, in my opinion, was set at a level that did not encourage it 
peing fed in that area. Now, as this ae level on grain sorghums 
has been lowered rather drastically—and it has been lowered drasti- 
cally—we are finding that the disappearance in that same area has 
just skyrocketed. We have some figures here again on this, someplace, 
of how the disappearance of grain sorghums has increased in the 
yery area which through the years has not been a substantial feeding 
area. This is what I meant by my statement. 

Mr. Naveuton. What has happened to the production of grain 
sorghums in the last 3 or 4 years, as compared with the previous years 
when the price support was higher ? 

Mr. Patmpy. It has gone up a great deal—as compared to when 
it was higher? Let’s get the story this way: Grain sorghum produc- 
tion has gone upward in a graph comparable, and even more drasti- 
cally, than the corn yields have increased, and this has been because 
of two or three reasons: 

First, because of hybrids being introduced, like they were in the 
corn, but at a later date. 

Second, because of the much more abundant water supply through 
digging wells, and so on, that the yields have gone up drastically in 
grain sorghums. So that the production, as regards grain sorghums, 
is a much more dramatic figure than that which has happened to 
corn. 

I don’t think it has any connection necessarily with the price. 
What caused it was: here were some acres that were not in wheat or 
cotton, so we shifted it into grain sorghums. 

Mr. Naveuton. Reducing the price support apparently didn’t dis- 
courage it ? 

Mr. Patmpy. So far the only thing that has discouraged such pro- 
duction is the acres that have gone into conservation reserve. I be- 
lieve it was in the 1958 crop when there were more acres planted than 
in 1959, and some acres planted that year because of the very favorable 
moisture situation, that normally would not have been. 

Mr. Naveuton. Some of the acres in 1959 were shifted into corn, 
were they not ? 

Mr. Patmpy. Very little in that area that we are talking about on 
grain sorghums. 

Mr. Chairman, we do have some figures on yields here now that 
I think are worth looking at just a minute, because of the story they 
tell on corn. Here is the average yields, and I will read them off 
rapidly and then give you a couple key years. This is the so-called 
932 county commercial—old commercial corn area. In 1949 and 1950, 
the average yield was 42.6; 1951, 39.8; 1952, 47.6; 1953, 44.7; 1954, 
43.4; 1955, 43.4; 1956, 49.6; 1957, 52.1; 1958, 57. And the 5-year 
average, 1954-58 was 49.1 bushels per acre. 

Mr. Chairman, I particularly wanted to get these in the record 
because anyone that is close to agriculture cannot help but be im- 
pressed with how these yields have gone out through the sky, and so 
you immediately ask yourself: Where will we go from here? I am not 
astute enough to predict that. 








966 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Naveuton. I note from the production figures, also, Mr 
Palmby, total production of grain sorghum in 1953 was 115 million 
bushels, and that in 1958 it was 610 million bushels. 

Mr. Pautmsy. Yes. 

Mr. Naveuton. The production per acre, of course, has gone up 
but it appears to me that the total production has gone up even fast 
which indicates, of course, there are more acres. 

Mr. Paumepy. It indicates more acres, and it also indicates these 
success items, as I call them, in raising grain sorghums. Grain gop. 
ghums, again, is a story unto itself as to what has happened in the 
production of them. It has been a good crop because of the factors 
that I gave you, and this is reflecting, again, some shift from the tradi- 
tional so-called small grain crops, oats, and barley. 

Mr. Naveuton. Of course, since there was no cross-compliance jn 
effect, a man was free to take advantage of price supports on wheat, 
or corn, or some other crop, and on the acreage that previously had 
been used for corn, he could put in all the grain sorghum he wanted to, 

Mr. Patmpy. Again, it is primarily acres so-called not used in 
wheat, however. Wheat, grain sorghums, and cotton are the three 
competing crops in a large part of this area, cotton to a much lesser 
degree, of course. 

Mr. Fountarn. I should now like to proceed with some questions 
concerning the cost of carrying grain inventories. What is the current 
cost of storing all CCC’s owned commodities ? 

Mr. Paumpy. For the fiscal year 1958, the total cost—and this 
includes storage and handling, which would include “in and out’— 
for the fiscal year 1958, $409 million. I won’t give you the odd 
amounts. 

In fiscal year 1959, $481 million. I can break this down by wheat 
and corn, and cotton, if you wish. 

Also, we can go back to previous years, if you wish. We have it 
here since 1951. 

Mr. Fountatn. Well, you might compare this with the cost at the 
completion of the 1952 takeover, and then give us the other costs 
per year, if you like. 

Mr. Patmpy. These are broken down on a fiscal year, so I think to 
be most meaningful, would be just to give it by a fiscal year basis. 
1951 fiscal year—I will just give this in round figures—$116 million. 
In 1952, $73 million; 1953, $120 million. 

In 1954, $236 million; 1955, $332 million; 1956, $374 million; 1957, 
$364 million. Ihave given you the 1958 and 1959. 

Mr. Navucuron. Mr. Palmby, the current rate at which you are 
making storage payments, because of the large takeover from the 1958 
crop, would be substantially higher than the rate you were paying 
in fiscal 1959, wouldn’t it ? 

Mr. Pautmpy. The rate at which we are paying—you are talking 
on a monthly basis ? 

Mr. Naventon. Yes; ona monthly basis. Do you have the monthly 
cost of storage now ? 

Mr. Patsy. Yes; just a second. 

Mr. Unvernit. It will be running about $1,700,000 ‘a day by the 
end of the fiscal year. Converting that to a monthly basis, it would 
be about $51 million per month. 
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Mr. Naveuton. Of course, that will increase substantially as the 
takeover of the 1959 crop progresses right after July 1? 

Mr. Unveruitt. Right. 

Mr. Naueuton. So you will soon be up to— 

Mr. Patmpy. Don’t jump too fast here. The reason I say that, 
again looking at the price-support activity—I am always leery at 
jumping at conclusions, as there are always market factors. Looking 
at the market picture in 1959, particularly the commodities we take 
over, until we take corn over, are not going to be as large as they have 
been in other years. 

Furthermore, many of these commodities, the takeover is going to 
be less than what the disappearance has been. So the total CCC stock 
situation will not be as great as it was a year ago. 

Mr. Navecuton. Do you expect any substantial reduction on wheat 
stocks ¢ 

Mr. Patmpy. No, sir. 

Mr. Naveuton. Certainly not on corn ? 

Mr. Patmsy. No; but again, the flax, soybean, oats, and barley 
disappearance is very good. I say this because I am always leery 
of what might appear in the record as to what we are trying to predict. 
Itcan bea very real market factor. 

Mr. Naveuton. Do you expect any decrease in the stocks of grain 
sorghums ¢ 

Mr. Patmey. As compared to a year ago? 

Mr. Naucuron. Yes, at completion of the takeover of the 1959 crop. 

Mr. Patsy. No, sir. 

Mr. Naveuton. Are you likely to have an overall decrease then, 
since those three grains come out to about 214 

Mr. Patmsy. Not an overall decrease, but the point is that the in- 
crease, after we get the takeover—I do not want you to misunderstand 
me—it may not be as great as many people think it might be now. 

Mr. Naventon. But in other words, so far as you can see right 
now, your storage costs are going to keep going up since you will 
have more commodities to store? 

Mr. Patmpy. Yes. If I can correct it this way: We are still in 
the process of renegotiating uniform grain storage agreements. I 
do not know what the rates are going to be under this agreement. 

Mr. Naventon. Yes. 

Mr. Patmpy. So when we predict after July 1, on total costs, and 
jump at conclusions on what they will be, I am not ready to buy that. 

Mr. Naucuton. There is definitely the possibility the rate would 
be reduced. I think every cent you reduce the rate would be around 
$25 million annual saving on the basis of current inventories. 

Mr. Patmpy. Our total commercial storage now is about 2.4 billion 
bushels so it is about $24 million that a 1-cent reduction saves us. 
We think we are in a strong bargaining position in negotiations on 
the new storage agreement. 

Mr. Naveuton. Any reduction in the cost of storage would have to 
be made by economies in the cost of storage, because you are likely 
to have increasing inventories, so far as you can project right now? 

Mr. Patmey. That is right. 
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Mr. Fountain. How does the current cost of storing CCC grain 
inventories compare with the cost of storing grain acquired from 
1952 and prior crop years? 

Mr. Patsy. On a total basis? 

Mr. Fountain. Yes. 

Mr. Pautmpy. I prefer to give this to you by corn and wheat—— 

Mr. Fountain. That will be fine. 

Mr. Patmpy. And we can pick out any other ones that you want, 
Here is an example. Fiscal year 1953, our cost of storing corn that 
year was $1914 million. In the fiscal year 1959, the cost for storing 
our stocks of corn was $133 million. Wheat, the fiscal year 1953 
the cost was $80 million, and comparable figure in 1959 is $204 
million. 

Understand, I am giving you these all in round figures. 

Mr. NavucurTon. Yes. 

Mr. Patsy. In 1953, the cost for storing grain sorghums was 
$152,000. And in 1959, the cost to CCC was $82 million. 

Mr. Fountarn. Did you say $152,000? 

Mr. Paumpy. Yes. You see, Mr. Chairman, this further points 
out really, in America, soybeans, I hate to say, are a new crop, be- 
cause they aren’t. 

Mr. Navueuton. Sorghums you meant, didn’t you ? 

Mr. Patmpsy. Yes, grain sorghums, excuse me. 

Grain sorghums, the way they are produced today, is almost a new 
crop. It has come into being very noticeably in the last few years. 

Mr. Founrarn. Does that get all of the commodities? 

Mr. Patmsy. We can give you any more if you wish them. 

Mr. Founrarn. They are the major ones. ‘The others are not. 

Mr. Pautmsy. My counsel asks a question here, and I think it is 
a pretty good one, which is: How does it compare prior to that? I 
think it may be well to note in the year 1951 cost of storing corn was 
$30 million. In 1951, also, for wheat, the cost was $50 million. The 
comparable figure for grain sorghums in the year 1951 was $10 million. 

Mr. Fountarn. Do you have figures showing the total cost of 
storage and handling of CCC grain inventories from the beginning 
of the price-support program during the 1930’s until the end of 
1952? 

Mr. Pauopy. I think we can supply that. We do not have it here. 
We have the totals through these last several years that I read, but 
this is only from 1951. Let us take a try at trying to supply this. 

(The information is as follows :) 


Cost oF STORAGE AND HANDLING oF CCC GRAIN INVENTORIES PRIOR TO 1952 


The Commodity Credit Corporation was established in October 1933, but did 
not acquire commodities for inventory until December 1938. 

The available records of CCC do not show the cost of storage and handling 
separately from other costs for the years preceding July 1, 1950, the beginning 
of the 1951 fiscal year. 

The following table shows the cost of storage and handling of price-support 
inventories during the fiscal years 1951 and 1952. 


Store 


G 
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Storage costs of price-support commodities, fiscal years ended June 30, 1951, 
and June 30, 1952 


_ 























Fiscal year 1951 | Fiscal year 1952 
modit | l i 
om * Bin storage Other Total Bin storage Other Total 
cost Storage cost | storage cost cost Storage cost | storage cost 
_—_ | |x“ [ eetincmeaalinadaecee 
Grains: 2 7 2 2 | o 

SE scanenccooo= $217, 867. 67| $2,728, 991.91) $2, 946,859.58) $42, 325. 06/$2, 173, 395. 16|$2, 215, 720. 22 
Beans, dry edible-_- 31.22) 4,056,991.74) 4,057, 022. 96)..........._. 1, 698, 364. 74| 1, 698, 364. 74 
BL Geib lsu lise 15, 902, 943. 95) 14, 674, 362. 21) 30, 577, 306. 16/16, 723, 012. 61/11, 573, 929. 70/28, 296, 942. 31 
Flaxseed...--------- 791.26) 1, 786,956.18) 1,787, 747. 44 236. 98 62, 434. 74 62, 671. 72 
Grain sorghum -- - - 435, 731.29) 9, 947,761.36) 10, 383, 492. 65 71, 399. 67| 2, 032, 226. 56) 2, 103, 626. 23 
Soc oennn--0- 14,183.82) 1,171, 324.74) 1,185, 508. 56 10,940.10) 657,267.48] 668, 207. 58 
Peas, dry edible---- 31. 05 441, 057. 71 SOE Sine <ideeeies 4, 621. 67 4, 621. 67 
aie aigspiatn chs 173.15 272, 202. 12 272, 375. 27) 196. 18 44, 585. 37 44, 781. 55 
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Cotton, upland -----|----.-------- 3, 633, 062.03} 3, 633, 062. 03)...........-- 117, 891. 41 117, 891. 41 
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hn cakinsa|nsoesencsases 616, 316. 84 eg eA 252, 009.66) 252, 009. 66 
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Mr. Fountarn. I would appreciate it if you would. What has 
been the total cost of storage and handling for CCC grain inventories 
from 1953 until the present time? 

Mr. Patmpy. Total cost of storing grain and handling from 1953, 
on. We will supply this. 

Mr. Fountain. Has this storage and handling cost been divided by 
type of storage? In other words, are you in a position to tell how 
much of the total amount was spent, say in 1953, or since, which was 
paid to farmers who resealed grain on the farms? 

Mr. Patmpy. Yes, sir. 

Mr. Founrarn. And how much has been expended to keep grain in 
CCC-owned facilities ? 

Mr. Pautmpy. Yes. Let me say on this, we will have a little 
difficulty. 

Mr. Fountrarn. And how much was paid to the commercial ware- 
housemen ¢ 

Mr. Patmsy. We will have a little trouble on the way we kept our 
county office records, but we can get an approximate figure on it. 

Mr. Fountain. But you can break it down into those three areas? 

Mr. Patmsy. Yes, but the bin costs will be an approximation. 

(The information is as follows :) 


Costs OF STORAGE AND HANDLING OF AGRICULTURAL COMMODITIES IN PRICE SUPPORT 
INVENTORY IN COMMERCIAL WAREHOUSES AND IN GOVERNMENT-OWNED FACILITIES 
FoR Fiscat YEARS 1952-59 


The costs of storage and handling of all agricultural commodities owned by 
the Commodity Credit Corporation are shown in the following table. The costs 
shown for Government-owned facilities represent the actual recorded costs of 
operating CCC-owned bins and similar structures as allocated in the accounts of 
the Corporation, and an approximation of the appropriate allocation of costs of 
the maritime reserve fleet. The costs shown for commercial warehousing is the 
residual of actual recorded total costs after determining costs for Government- 
owned facilities as described in the preceding. 
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COST OF STORING GRAIN ON FARMS 


The Commodity Credit Corporation does not store commodities owned by the 
Corporation on the farm. CCC does make payments to farmers for stor 
grain if the grain is stored on the farm under a reseal or extended resea] pro- 
gram, but title to the grain is still vested in the farmer. The amounts of these 
payments are not recorded as storage costs but are included in the acquisition 
value of the commodity if the commodity is forfeited to CCC, or charged to 
miscellaneous expense if the farmer redeems the grain. The following tabje 
presents an estimate of the maximum amount these payments could have been 
if all commodities under each reseal or extended reseal program had remained 
under the program for the full period of each extension. These amounts include 
a known overstatement because some commodity has been redeemed under 
each program. 


ing 


CCC costs for storage, handling, and resealing of price support commodities 


{In millions of dollars] 
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Storage and handling costs 

















: Estimated 
Fiscal year reseal pay- 
Commercial | Government- ments 
warehouses | owned facili- Total 
ties 
$56.3 $17.0 | $73.3 None 
105.5 14.7 120.2 $8.4 
201.6 | 35.3 | 236. 9 19.9 
285. 4 47.5 332. 9 15.8 
329. 5 | 44.6 | 374. 1 21.2 
309. 6 | 54.8 | 364. 4 22.1 
358. 2 | 50.9 | 409. 1 23.2 
435.3 | 46.3 | 481.6 32 4 
547.0 65.0 | 612.0 | 46.1 
| | 





Mr. Navueuron. I think I heard the figure someplace, perhaps 
from the Senate, of $2,300 million, as a total cost of grain storage. 
Does that sound in the right neighborhood ¢ 

Mr. Pautmpy. In total, or since when ? 

Mr. Naueuton. Since 1953, I imagine. 

Mr. Patmpy. A rapid calculation—and this is not accurate—it 
looks like for the 8 fiscal years beginning with 1951, on all commodi- 
ties—this includes, understand, such items as wool, and everything 
else—is about $2.2 billion. 

Mr. Naueuton. This does not include, I suppose, the current months 
of the fiscal year 1960? 

Mr. Patmpy. No sir. 

Mr. Naveuton. That may be where the calculation is different. 

Mr. Patmpy. And again, this is a very rapid calculation. 

Mr. Smiru. Could I ask a question here? 

Mr. Founrarn. Yes, Mr. Smith. 

Mr. Smrru. When you say wool, are you including the production 
payments paid on wool? 

Mr. Patsy. No, sir, this is storage only. 

Mr. Unveruiy. There are no current storage payments on wool, 
but there were some in earlier years. 

Mr. Paumpy. That is the first item that appears on the miscel- 
Janeous items. 

Mr. Naventon. We touched on this briefly before, Mr. Palmby. 
Can you give us the percentage of the total carryover of the major 
grains for 1959 which was in the CCC inventory ? 

Mr. Patmpy. Do you want any specific crop? 
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Mr. Naveutron. Wheat and corn, for example, and grain sorghums. 

Mr. Patmpy. I will give you a round figure that is roughly 90 per- 
cent of it. If you want a more accurate one we can supply that. 

Mr. Naveutron. No, I think that takes care of it, because it gives 
us the picture. 

Mr. Patmpy. We are talking corn and wheat. 

Mr. Naveuton. Yes, Would it be the same for grain sorghums? 

Mr. Patmesy. In grain sorghums, yes, the same thing, but on the 
other feed grains such as oats and barley, no. 

Mr. Naucuron. Has there been a growing tendency in recent 
years for processors and other users of grain to cut down on the size 
of inventories they previously held, relying on CCC inventories to 
prevent a possibility of shortage? 

Mr. Patsy. If you are talking about prior to price support, yes. 
It is a little hard to tie this to any specific period. The very existence 
of price support and stocks held by Government, it naturally fol- 
lows those who need stocks are not forced to carry their own stocks. 
so it is a natural accompaniment of price support and CCC being in 
the field. 

Mr. Naventon. Of course, the publicly held inventories of com- 
modities, in addition to being a great protection for national defense, 
have tended to reduce processor’s costs, and this, of course, is charged 
to the farm program, even though the farmers themselves do not 
receive any benefits from it? 

Mr. Patsy. I expect there is some truth in this. This is one 
reason, Mr. Naughton, why we changed our whole type of export 
approach, beginning in September of 1956, and then carrying it on 
through finally to July, when we finally made the switch in July 
of 1958, so that the export market now is fed from the free stocks 
rather than from CCC. The thinking here was twofold: One was 
for the good effect it would have on producer prices, and keep it 
out of our hands, and the other was to not only encourage but to 
force processors to carry more stocks as well as exporters and other 
handlers. 

At least to a certain extent, this has happened. It lends itself to 
forcing processors and such to hold more stock. 

Mr. Naveuton. Of course, action such as making drought cer- 
tificates negotiable, which I have been given to understand allowed 
distillers to obtain corn from CCC stocks under the drought emer- 
gency for making whisky, has a tendency to reduce processors need 
to hold private stocks, doesn’t it ? 

Mr. Patmpy. I never thought of pulling whisky into the drought 
program, I may say, Mr. Naughton. [Laughter.] 

Mr. Navcuton. I have been given to understand it has happened. 

Mr. Patmsy. I do not mean to be facetious on this. However, I 
do not think I would make the comparison that way. I would say 
that to the extent that we had a drought program, and that in turn 
corn or any other feed grain was released into the market at below 
our authority under 407, it is bound to have a market effect. Maybe 
we come to the same result, but I put it differently. 

Mr. Naveuron. This information came from a gentleman in IIli- 
nois, and I can give you further details on it if you are interested. 


Mr. Patmey. I am aware how valuable these drought certificates 
were, 
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Mr. Naventon. There was nothing in the regulations that would 
prevent them from being used by whisky distillers ? 

Mr. Patmpy. No; and I think it was good that the certificates 
were negotiable. And the reason why I think it was good is that they 
could be used for any legitimate use and normal use of corn, 

Going still further, actually our market for feed grains is a na- 
tional market, and it makes very little difference on the market, as 
such, whether a feed-grain certificate would be used in the drought 
area of Texas, with all my due respects to Texas, or whether it would 
be used by a processor in Illinois. These certificates were made to 
flow freely. What does have the effect is the very fact that a cer. 
tificate is issued whereby our stocks could be tapped at a level below 
the authority under section 407. 

Mr. Naventon. Of course, this may have had the effect of making 
what was intended as a drought relief program for farmers a benefit 
to the whisky distillers? 

Mr. Patmpy. I cannot follow that. 

Mr. Unveruitx. To complete the record on that, the farmer did 
get corn, maybe he didn’t get the corn directly from the CCC stocks, 
he got it from the stocks from the local dealer, who in turn got a CCC 
certificate. If the dealer was way down in Texas, and our stocks of 
corn were not near by, he found it preferable to sell that certificate 
to someone nearer to CCC stocks. 

Mr. Naveuton. Of course, then up in Iowa, or Illinois, you released 
good CCC corn from CCC bins on the market in an area where there 
may already have been a surplus of corn. 

Mr. UnpERHILL. To some extent that is possible. But at the same 
time, feed grains had been consumed by the people who were in need 
of feed because of the drought condition in other areas. 

Mr. Naveuton. Of course, as it worked out, the farmer in Texas 
went to a feed dealer, and he could have gotten processed feeds, could 
he not, rather than corn ? 

Mr. Unvernity. If he got processed feed, the certificate was only 
issued for the grain content of that feed, not for the entire amount of 
the feed. 

Mr. Naucuton. This means Purina Mills, for example, sold feed 
in Texas, which may have had the result of depriving an Iowa or 
Tilinois farmer of a market for some grain to a distiller? 

Mr. Patsy. Of course, Mr. Naughton, first of all, the distiller had 
to pay. He got no price concession on this. What are the alterna- 
tives? Here is a surplus grain area. Here is a drought area [point- 
ing]. This grain must get to the drought area. The alternative 
would be that CCC pick up its stocks and take them to that area. 

Again, we do our best to keep from ever getting our finger, any 
more than we have to, in what is normal grain movement. If there 
were no drought program, and assuming there was still some buying 
power down there, grain would flow down there. In other words, 
the effects of the assistance on this type of a program, I am sure, was 
felt by the producers and surplus holders of grain closer to or adjacent 
to the drought area, but I cannot think this is bad. 

Mr. Naveuton. I think maybe I led you a little astray, so perhaps 
I had better get back to the subject. This is a question I guess you 
do not want to answer, and that is: What does the Department of 
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Agriculture regard as a desirable quantity for the annual carryover 
of wheat, corn, and grain sorghums, res ectively ! 

Mr. Patsy. I cannot answer it, Mr. Naughton. I tell you what 
I would be happy to do, if you wish an answer to this. I can put this 

uestion directly to the highest level of our policy Pare in the 
Department, and get their expression on it. Frankly, I do not know 
whether they will answer it or not. 

Mr. Naucuton. Mr. McLain, I think, has already expressed himself 
on a billion bushels being a desirable carryover for corn. This com- 
ment was made before the Appropriations Committee, I think when 
Mr. McLain was testifying. 

Mr. Patmpy. Would you mind if I put this question to our policy 
people and see if they care to come w ith an answer? 

Mr. Fountarn. Please do. 

Mr. Fountarn. I wouldn’t; they may. 

(The information furnished is as follows:) 


Estimated adequate carryover 
{Millions of bushels] 








Based on 

Based on surplus deter- 
Item formula minations made 

provided by | for purposes of 

legislation Public Law 
86-80 

Saat ema nelatcniaiapa erecta eee ee : 1 215 | 500 
Se a a 567 | 800 


ns 6500 ).) gk ada ndwensebebaeucosed eusedeleth dk ebhe 2 209 25 


1 Used in developing the 1960 minimum price-support level. Equal to 20 percent of the sum of (1) 
estimated 1959-60 domestic disappearance, and (2) estimated 1960-61 exports. 

? Agricultural Act of 1949, as amended, and represents the unadjusted 5-year average (1955-59) beginning 
of year carryover. If based on the formula for corn provided in the Agricultural Adjustment Act of 1938, 
as amended, the computed allowance for carryover would be 78 million bushels (15 percent of the sum of 
estimated 1959-60 domestic disappearance plus estimated 1960-61 exports). 


Mr. Fountain. Do members of the committee desire to ask ques- 
tions on the cost of the carrying of grain? We will get into rates 
later, if you care to go into that ri ght now. 

Mr. Naventon. Do you have figures showing the amount by which 
all types of storage facilities have expanded since 1953, together with 
some sort of a breakdown showi ing how much of this was ; farm stor- 
age, how much was CCC-owned facilities, and how much was com- 
mercial storage ? 

Mr. Patmpy. We have some figures. As regards farm storage, I 
think I would have to answer in the negative. Farm storage is some- 
thing that we have never been able to quite define nor to put our 
finger on. The reason is, in the State of Iowa, for instance, the ques- 
tion immediately raised is: Is snow fencing grain storage, or isn’t it, 
or is any degree between snow fencing and a good permanent struc- 
ture grain storage? So what I am saying on farm-stored grain, we 
may come up with some fair ideas of w hat has happened, but not a 
good figure. Wecan put this in the record the best we have. 

Mr. N: AUGHTON. What about CCC-owned facilities? I guess you 
have about doubled that since 1953, haven't you 

Mr. Patmby. For round purposes, we have doubled since 1953. 

Mr. Naveuton. It would be about 985 million; is that the latest 
figure ? 
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Mr. Unperuit. This is the latest figure. 

Mr. Navueuron. What about commercial storage; what has been 
the picture on that ? 

Mr. Patmpy. Do you wish these in the record 4 

Mr. Naveuton. Yes. 

Mr. Patmpy. We have them—here is the total over here. 

Do you wish to compare it to some former year, or do you want 
them year by year? : 

Mr. Naucuron. I think that particular table gives it starting with 
1950 as the base year, doesn’t it ? ; 

Mr. Patsy. Right. 

Mr. Naucuton. What was the figure in 1950 for commercial stor- 
age, and the current figure or the latest one on that table? 

Mr. Patsy. These are the houses approved under the Uniform 
Grain Storage Agreement. Jeep in mind, we may have a higher per- 
centage of houses approved than before, because many mills did not 
come in in the early 1950’s. But in August 31, of 1950, there was 
approved under the agreement 1,124 million bushels. As of Septem- 
ber 30, the past year, 4,088 million. That is an increase of 264 per- 
cent over 1950. 

Mr. Naventon. Thank you. 

Mr. Patmpy. Again, these are totals approved under the Uniform 
Grain Storage Agreement. 

Mr. Navucuton. So the current capacity, or the capacity in Septem- 
ber, is about four times what it was in 1950. Did very much of this 
expansion take place prior to 1953? 

Mr. Patmpy. No, a very modest amount. In fact, the figure at the 
end of the calendar year 1953 was 1,324 million. 

Mr. Naveuton. The expansion has been relatively more rapid since 
1957, hasn’t it, than it was prior to that time ? 

Mr. Patsy. Yes, sir. 

Mr. Naveuton. What are the figures for expansion in 1957 and 
1958? 

Mr. Patmsy. Again, at the end of the year 1957, there was approved 
under the agreement 

Mr. Naveuton. You might start at the end of 1956, if you have 
that. 

Mr. Pavey. All right; 1956, this is again the calendar year 1956, 
9.384 million. And December 31, 1957, 2,797 million. December 31, 
1958, 3,488 million. Then, September 30, 1959, 4,088 million. This 
is commercial storage, approved under the uniform grain storage. 

Mr. Naventon. So over half of the increase has occurred since the 
end of 1956, in other words, in the 3 years, or 214 years from January 
1, 1957, until September of 1959 ? 

Mr. Patmpy. Yes, sir. 

Mr. Naventon. Now, is further expansion underway at the present 
time? 

Mr. Pampy. It is a little hard to specifically answer this. I am 
sure there are very few starts being matte today, if I make my position 
clear. 
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Mr. Naveuton. Are they waiting until after July 1 to see what the 
rates W ‘ill be? 

Mr. Patmpy. I am sure there is some waiting. I am sure there 
are other factors, however. One is that there is, I think, general agree- 
rng that there is no storage problem today, and that it would “be a a 

, hazardous risk generally to increase storage except in rather 
jmited areas. 

Mr. Nauenton. That partially answers my next question, which is: 
Do you expect to have any difficulty in finding space to handle the 
takeover of 1959 crops, or “do you expect that there will be adequate 
space in all areas of the c ountry ? 

Mr. Parmpy. We expect no difficulty. And again, keep the weather 
factor in mind, will you? 

Mr. Naventon. If it isa dry year, you may have trouble, or if it is 


a dry spring? 

ee mBy. If it isa dry spring, it may change my optimism some, 
ina local area. 

Mr. Naueuton. If those economists at Iowa State are right about 
those 750 million bushels, you may have some difficulty. 

Mr. Fountarn. Maybe they are weather experts too. 

Mr. NAUGHTON. In past years there have been excess transportation 
costs incurred in shipping grain from one area of the country to 
another for storage. Do you expect to have to do this during 1960? 

Mr. Patmpy. During this calendar year 1960? 

Mr. Naveuton. I am talking about the shipment of grain sor- 
ghums and corn to the west coast. 

Mr. Patsy. It certainly wouldn’t appear so at this time. 

Mr. Fountain. You said excess transportation costs, Mr. Naughton. 
Please - aborate. 

Mr. Naueuton. This would be a situation where grain is being 
moved away from its normal markets in order to find storage for it. 
into areas where you would not move it if you had a place to store it 
where it was produced. 

What kind of estimates have you made as to the takeover you are 
going to handle to make sure that you have sufficient storage space ? 
Do you have 750 million bushels of empty storage space? Is it that 
high ? 

Mr. Patsy. No, sir. 

Mr. Navewron. What is the approximate ¢ “apacity you have? 

Mr. Patmey. As far as the 750 million space being empty now, 
Iam not sure. What I did mean was, we made no projections that 
we need to take care of 750 million bushels of additional corn. But 
it is still too early, with the condition of the crop being what it is, to 
have too much of an idea of what our takeover problem will be on 
corn. 

Mr. Navcuron. Now, in Iowa, we heard testimony that expansion 
of commercial storage space there from the end of 1952 to 1959 had 
been something like 650 percent. It had gone from 50 million bushels 
to around 325 million. There was c ertainly a great deal of concern as 
to whether or not this wasn’t already two or three times the amount 
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that normally would be used if it weren’t for the fact that the Govern. 
ment has about 400 million bushels of corn stored in Iowa. 

If you do have dry weather, if the corn takeover gets as high as it 
conceivably could, and there isn’t available space, you will have to 
handle it either in Government bins or commercial storage space, 
If you decided it was a better practice, rather than further expanding 
an already overexpanded commercial storage industry to take care 
of the excess in bins—how long would it take you, starting from the 
time the decision was made, to get the bins erected? Could you do it 
in time? 

Mr. Patmpy. The last year we built bins, had bins erected, was in 
1956. It seems to me we followed a time schedule that 90 days from 
the time we advertised for bids, that we had most or all of the bins 
erected. In fact, I think in the terms and conditions of which we 
put in the advertisement, we had a 60-day completion date from the 
time of acceptance of the bid. I am quoting from memory. 

I am sure it would be possible from 90 to 100 days from the day 
we decided to have bins that we could have them erected. : 

Mr. Navuenron. Since the takeover date is August 1, you still 
have 2 or 3 months of time in which you can follow the weather con- 
ditions and make more exact estimates of takeover before it becomes 
too late to order bins if you decide you need them. 

Mr. Paumpy. Yes, sir. 

Mr. Navucuton. There is now about 200 million bushels of empty 
Government bin space, am I right on that? 

Mr. Patmpy. Yes. I believe we figure our usable space in the 
bins today at 888 million, and as compared to the usage of this 888, 
we have a 73 percent occupancy as of today, I believe. 

Mr. Unpverum. I will have to supply the exact figure of space 
available in bins today. 

(The information is as follows:) 


Space available in CCC bins as of most recent report (December 31, 1959) 


Wetnl bin emia CRIS) 5 we hiss Uwe ees cists ecenics 985,000,000 
Usable bin capacity (allowing 10 percent for turning and handling) 

hc Tk fap ad cin a a ae pg se dy cis ode int enalaprilat 886,000,000 
eens (Hil STS) (UUSRCIN unc conn me oenencescaeeccenas 630,000,000 
I i a cn es eta nai lhl Man ae ac 71 
BE Oe CINIIEUE) ass on hin neds aesek eee 


Mr. Fountatn. Mr. Palmby. 

Mr. Patmpy. Yes, sir. 

Mr. Founrtarn. I wonder if the Department will submit for the 
record statistics tracing the acreage and production in recent years of 
those grain crops now constituting a major portion of the CCC 
inventory ? 

Mr. Patmpy. I would be very happy to. 
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Acreage, yield, and production of wheat and corn, 1950-59 














WHEAT 
Harvested Yield per 
Year | acres harvested | Production 
acre 
1,000 acres Bushels | 1,000 bushels 

RR i eo i 61, 607 16.5 1,019, 344 
ch hn cicaicsnenenpecnanskacchometapon as ia 61,873 16.0 988, 161 
—_— . idwainirconmetanehenetiae 71, 130 18.4 | 1, 306, 440 
TDs cbdish acid ahdndednb Hhekendthnnaaniensiebbel 67, 840 17.3} 1,173,071 
EE niet pnciisiatch-enaconienhaamahlaianiindwotin 54, 356 18.1 | 983, 900 
a... SK SE OE RAE THES ED 47, 285 19.8 | 934, 731 
ee dense cbeenneséecnwsceessecnsnenseeeannaiaspeense 49, 784 | 20.2 1, 004, 272 
1987 1 2_.- es as ae deanna pois eae eeebeiea 43, 806 | 21.7 950, 662 
I E82 sshd 5 la stick ks ep Wainewdhiiena treet 53, 404 27.4 | 1, 461, 714 
195919...------ EE ag a eae ed ga eee 53, 024 21.3 | 1, 128, 151 

CORN 

teense e e 
a slk-cannan akiedeebine tema 81, 818 37.6 | 3,074,914 
a ERS PT eas ES 80, 729 36.2 | 2, 925, 758 
ae oo. 5. SS a a ak 80, 940 40.7 3, 291, 994 
MES ee eh oo 2 hd. 2. nahyd code waa tavangobathes 80, 459 39.9 | 3, 209, 896 
0 gh bi keepinein eames 80, 186 38. 1 3, 057, 891 
1955 4 7 7 79, 530 40.6 3, 229, 743 
1956 24 oo salads irc cca i pen Seasonic adtatilinadae aie ts 75, 634 | 45.7 3, 455, 283 
195724....--- : : Be sig a ae aimee es 72, 616 47.1 3, 422, 331 
1958 24 pla dutatidulidviacavhbsthcastaabnce 73, 327 51.8 | 3, 800, 863 
hes ina Denis Sims chap han 0 ieagtinbSeeuhapli 84, 609 51.5 | 4, 361, 170 





1 Acreage allotments and marketing quotas in effect. 

2 Acreage reserve and conservation reserve in effect. 

3 Conservation reserve only in effect. 

¢ Acreage allotments (without marketing quotas) in effect. 
5 Conservation reserve only in effect. 


Acreage, yield, and production of grain sorghums and 


Acreage allotments and acreage reserve programs both discontinued. 


soybeans, 1950-59 














' GRAIN SORGHUMS 
| Harvested Yield per 
Year | acres harvested Production 
| acre 
1,000 Acres Bushels | 1,000 bushels 
we ‘jimi . 10, 346 22.6 233, 536 
CE aS a et Se 8, 544 19.1 162, 863 
1952... Oleditsinta 5, 326 | 17.0 | 90, 741 
ds. . ee ok i 6, 295 | 18.4 | 115, 719 
lviiess-.- MS ices 11, 702 20.1 | 235, 295 
1955... Eider gulediadbnutluddébuddbedoabandaeadaetenmene aes 12, 866 18.9 | 242. 526 
1956... - ae ee iieegonimilibion ap aaeienteeeteiiiiaalaa 9, 342 22.1 | 206, 205 
Pidccan Reid acncy en dpe béinedachkeabthadensabphtedall 19, 503 28.9 | 564, 324 
ce ew noennewn iiailetaiecaltelictiaiaialaii ite 16, 608 26. 6 610, 376 
i . ananine Z 15, 575 37.2 379, 178 
SOYBEANS 
1950 hides E é 6 och aichaindls quadtree elem putebelahttdebaldataaadiadl 13, 807 21.7 299, 249 
SE iad ccsncieiinehnacdcubtidadGccwbeadacbnmeed 13, 615 20.8 | 283, 777 
1952... - a Z 4 14, 435 20.7 | 298, 839 
eae gai Ottiecibtddeeddtindéncbadnpaantink 14, 829 | 18.2 | 269, 169 
a ciate nee aces mieas . cadiet 17, 047 | 20.0 | 341, 075 
1955...... tee. at Lisi ke ete eos 18, 620 | 20.1 | 373, 522 
ik casoe bene i tal ieags eagle eta etl 20, 642 21.8 | 449, 446 
1957... EE Ack steckbdce ES. cide vankabbebna 20, 826 | 23.2 | 483, 715 
a sce emauan : neni bGktacainnians 23, 900 24.3 | 579, 713 
_ aa lndiwlinGicchieahhaliakaiaiaie on Diicestaaeid temas } 22, 428 | 24.0 | 537, 895 
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Mr. Founrarn. I wonder if you could summarize for us just what 
happened to create these surpluses 1 in the crop years since 1953 ? 

Mr. Paumpy. In a little narrative statement, yes; I think I can. 

In making such a statement, I think there are a couple of basic 
things that one must keep in mind. One, that there has been no par- 
tic ular change since 1952 in the number of ‘tillable acres in this country, 

Further, the only program that has kept the full plant from pro- 
ducing has been the acreage reserve and conservation reserve portion 
of the soil bank. 

So that the agricultural plant, as such, has been in full gear except 
for that which has been held out of production in those two rather 
modest programs. 

There has further been the normal and traditional trend away from 
particularly oats, and in some areas in hay and pasture, and to more 
so-called higher producing crops, such as corn and soybeans, particu- 
larly in the Corn Belt. 

Going still further, the increase in yields have been phenomenal 
in this past decade. In fact, they have been so phenomenal that with- 
out the increase in yields, or had they followed the traditional pattern 
of what would have been normal yields prior to the turn of 1950, we 
would not be here today, because we would not have the surplus 
situation. 

This increase in yields can be laid to several factors. One is, there 
certainly has been the presence, or availability of capital in the pro- 
duction area, which has contributed to irrigation wells, better tech- 
nology, and the use of better machinery. 

And accompanying all of this was the advent of highly nitro- 
genous fertilizers. This, perhaps, more than anything else, has con- 
tributed to a very real increase in yields. 

So, just summarizing it, the buildup has come because of extremely 
favorable growing conditions, because of unheard of increases in 
technology and things applied to the soil, accompanied with the nor- 
mal shift away from lower producing crops to higher producing 
crops—higher income-producing crops. 

Mr. Lancen. Mr. Chairman. 

Mr. Founrarn. Mr. Langen. 

Mr. Lancen. May I just inquire or add one factor there, and possi- 
bly you mentioned it, I don’t recall. Isn’t the matter of hybrids and 
new varieties of grain, hasn’t that played a big part in this? 

Mr. Patmpy. Yes, Congressman Langen, I probably jumped over it 
too fast. I threw this all in the category of technology, which I 
shouldn’t have done. 

This is so true in corn and grain sorghums, and to a somewhat lesser 
extent in wheat and some other crops. But it is a very real factor. 

Interestingly, Congressman Fountain, we have a figure we have been 
batting around in the Department, which the people out in the field 
tell us is accurate, and the interesting figure is this: That 50 percent 
of the corn acres—of the acreage devoted to corn in the State of 
Nebraska today, would pr oduce a crop of corn without a drop of 


rainfall. 
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I think this is a conservative figure, but I think it is an amazing 
statistic compared to what it used to be back in the 1930’s, 1940's, 
and even early 1950's. 

Mr. Fountarn. Thank you. 

Mr. Naughton. 

Mr. Naventon. Mr. Palmby, you mentioned the soil bank pro- 
gram and the acreage and conservation reserves as the factors which 
tended to restrict production. 

Mr. Pautmpy. Yes. 

Mr. Naveuron. I didn’t hear you mention acreage allotments. 

Mr. Patmpy. No; I didn’t mention acreage allotments. 

Mr. Naveuton. Don’t you think acreage allotments had a good 
deal to do with restricting production ? 

Mr. Patmpy. No; I don’t. 

Mr. Navenron. You are talking of grains now in surplus? 

Mr. Paumpy. I would be the first to say that to the extent we had 
compliance with corn acreage allotments, there was less corn pro- 
duced on that farm that complied. And certainly the same can be 
said of wheat, cotton, or any other crop that is under allotment, but 
I was talking total crop situation. 

Mr. Naucuton. As a matter of fact, in most years didn’t those 
who participated in the soil bank also have to comply with acreage 
allotments ? 

Mr. Patmpy. The acreage reserve portion of the soil bank; yes, 
sir. 

Mr. Founra1n. Mr. Palmby, am I correct in the understanding 
that the Secretary of Agriculture has frequently stated publicly that 
controls would not work as a means of keeping production at desir- 
able levels’ 

Mr. Patmpy. Yes; I think he has. 

Mr. Founratn. Is that the official position of the Department at 
this time? 

Mr. Patmpy. Yes; I think it is. I’m quoting him, I am sure he 
would say this, but it is subject to his approval. 

Mr. Founrarn. Can you tell me the basis on which this decision 
was reached ? 

Mr. Patmsy. I can give you what my thinking was on the basis. 
I would like to use wheat as an example. 

When wheat allotments in the Domestic Marketing Quota Act 
was first passed, the formula was set up—and I think it was probably 
quite a realistic formula as to what extent acreage should be cut when 
the stock situation arrived at specified levels. 

Following this, there came into being the 55-million minimum, the 
55 million acres is too high a minimum. So, all through this allot- 
ment period, we allot 55 million acres. The truth of the matter is, 
it is more than what is needed as spelled out in the original act. 

Secondly, as for wheat, we have the 15-acre provision, which 
simply means that any producer can seed, grow, and sell up to 15 
acres without being subject to marketing quota regulations. 
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The 55 million, artificial minimum and the 15-acre gadget, has 
made the wheat control legislation practically inoperative. It means 
very little. 

Taking another commodity, such as corn: I would be the first to 
say that on indivdual farms, where we had corn acreage allotments, 
it did control the production of corn, but as long as those acres could 
move into other uses, and produce crops nearly as remunerativye, 
feed-value-wise, as corn, it did not help control production. 

Now, going through the other control crops. I’m sure as regards 
tobacco it does control production; there is no question about it, 

As regards peanuts, it controls production of that crop, is what I 
am saying. 

And then I could go on through the other controlled crops. 

I think the important thing that we have to remember is the total 
acreage planted. 

Mr. Naveuton. Mr. Palmby, what studies, if any, were made by 
the Department of how controls will or will not work? Do you know 
what studies, if any, the Department made on which the Secretary 
based his conclusion that controls will not work ? 

Mr. Patopy. I can’t answer that offhand. 

Mr. Naventon. In other words, did he consult with the career 
personnel? Did he agree with them on this? Or is this something 
he reached on his own and hasn’t asked anybody else about ? 

Mr. Paumpy. I am sure his conclusions were based on information 
compiled by career people with particular reference to experience 
during the past 20 years. I think everyone must come to their own 
conclusion. 

I can’t speak for him how he came to his conclusion. I know how 
I came to mine. I came to mine by working with the best career 
people we have in the county, State, and the Washington offices, be- 
cause those are the people that know what is happening, and we have 
to rely upon them for information. 

What I just told you was the information, the facts as compiled 
by them, and I came to my own conclusions. I will insert a brief 
statement in the record on technical studies that have been made. 

(The statement follows :) 

Many technical studies have been made on methods of price support which 
have involved acreage controls. These relate to various methods of support- 
ing commodities and different types of controls. A broad study involving the 
entire feed-grain program was made pursuant to Senate Resolution 125 of the 
85th Congress, first session (S. Doc. No. 55). Senate Document No. 12 of the 
same session reports on various methods of supporting the price of cotton. Study 
No. NC5 on land use, requested by the National Agricultural Advisory Commis- 
sion, covered alternative ways of dealing with problems created by the acreage 
diverted from wheat, cotton, and corn. These and other studies involving 
alternative methods of price support lend additional weight to the conclusion 
that overall reduction does not result from acreage allotments on individual 
crops. This points up the need for further improvement in order to make 
price-support programs more effective. I believe that this fact caused the Secre- 
tary to recommend that the soil bank be expanded. 
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Mr. Naventon. Of course, you mentioned the fact on corn, one of 
the difficulties was that competing feed grains were grown on acres 
diverted from corn. 

Did the Secretary have authority to put cross-compliance into effect 
which would have prevented those who complied from diverting these 
acres, if we can use that term ¢ : 

Mr. Patuey. But there was nothing to divert them to. There is no 
authority, as I recall, that he could ever have forced them to lie idle. 

Mr. Naventon. He could prohibit them from going into any other 
crop on which there was a support announced, couldn’t he, like grain 
sorghum ? b. eae 

Mr. Patsy. What you are saying is, could he have made a pro- 
vision that unless he abided by his corn acreage allotment, that the 
Secretary had leeway that he could make the provision of price sup- 
port for soybeans, for instance, that he couldn’t be eligible for price 
support. fecal hs 

Mtr. Navueuton. In other words, if a man is going to be eligible for 
one price-support program, he also has to comply with acreage allot- 
ments on any other commodities for which there are supports? 

Mr. Patmpy. Yes, it could legally be done. 

Mr. Naventon. And of course not even 

Mr. Patmpy. Let me say this: I don’t think the Secretary of Agri- 
culture could live under it. I can just conceive of the pressure being 
put on him, and I don’t mean to criticize the legislative arm when I say 
this, but their constituents are affected by this, and without this being 
a mandatory provision, I think it is an impossible thing for an ad- 
ministrator to do. 

Mr. Naventon. I think the testimony received in Iowa indicated at 
least some of the farmers out there were quite willing to accept 
controls. 

Mr. Patmpy. Mr. Naughton, I have been State chairman of Minne- 


sota for 3 years, and I know exactly that farmers say this, and some 
of them are real sincere in it, but without the mandatory statutory 
authority I don’t think it could be lived with. 

Mr. Naventon. The Secretary has in effect price supports on a num- 
ber of feed grains besides corn, does he not—for example, there are 
supports on grain sorghums ? 

r. Patmpy. Yes, sir. 

Mr. Naventon. On oats and on barley ? 

Mr. Patmpy. Yes, sir. 

Mr. Navenron. Did he at any time require that anyone who was to 
be eligible for price support on sorghum would have to comply with 


an allotment on sorghum? In other words, did he impose an allot- 
ment on those crops ? 


Mr. Parmpy. No. 


Mr. Naveuton. He would not have had to have cross-compliance, 
and insist that anyone eligible for corn supports had to comply with 
allotments on all commodities. He could have imposed acreage allot- 
ments on each feed grain and required compliance as a condition of 
support on that particular crop. But he did not take that step? 
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Mr. Patmsy. That is right. He couldn’t have simply done it. He 
could have done it 

Mr. Naveuton. As a matter of fact, wasn’t it announced at one time 
the Secretary was going to impose cross-compliance—about the end 
of 1953? 

Mr. Patmpy. I am quoting from memory. I think that this ap- 
nouncement had to do with his being able to collect ACP payments 
under the agricultural conservation program. I think this was the 
only cross-compliance announced tentatively. 

Mr. Naveuton. That brings me to another point. There are 
number of other payments, ACP payments, and other benefits which 
are provided to farmers. It is conceivable, is it not, that the Seere- 
tary could require or if he needed additional authority, he could 
ask Congress to give him the authority to require as a condition of eli- 
gibility for ACP payments that the farmer must also comply with 
acreage allotments for any commodity on which there is a danger 
of surplus? 

Mr. Paumpy. Yes, sir, he could. 

I say this was done back there one year. As I read some of the 
hearings up here, it later was decided to remove this cross-compliance 
feature. 

Mr. Naveuton. So there were a number of legal means that might 
have been used by the Department to control the production through 
acreage allotments which were not tried ? 

Mr. Patmpy. There were a number of legal means where acreage 
allotments could have been invoked—I am sure there is—but not mar- 
keting quotas. 

The place where I might disagree is whether they would have re- 
sulted in production control. 

Mr. Naventon. In control of production? 

Mr. Patmpy. Yes. 

Mr. Naventon. Corn acreage allotments were in effect for the 5 
years from 1954 through 1958, am I right on that? 

Mr. Patmpy. Yes, sir. 

Mr. Naventon. They were in effect only in the so-called commercial 
corn area ? 

Mr. Paumpy. Right. 

Mr. Naveuton. Which is composed primarily of about 800 to 900 
counties in the Middle West and some scattered in the East and South. 
I think there are a few in North Carolina. 

Mr. Patmpy. Yes; 932, I believe is the last total figure. 

Mr. Naveuton. These counties customarily produce the major po! 
tion of our corn supply, this is their traditional crop? 

Mr. Patsy. Up to 80 percent of it, yes. 

Mr. Naventon. The commercial corn area has been primarily re- 
sponsible for the production of surplus. In other words, the increase 
in production has come there, has it not, rather than in the noncom- 
mercial areas? 

Mr. Patmpy. Yes. The big increase in production has been the 
commercial corn area. 
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Mr. Naveuton. In 1954, the national acreage allotment, which ap- 
plies only to the commercial area, was around 47 million acres, and 
the support level was 90 percent of parity, is that right? 

Mr. Paumsy. I think it is right. I can’t get my finger on the table 
right here presently. We have production tables. I don’t have the 
acreage tables here. 

Mr. Naveuton. What percentage of farms were in compliance with 
the program, when the allotment was 47 million acres? 

. Parmpy. In the year? 
Mr. Naveuton. In the year 1954. The figure I have is about 40 


rcent. 
Mr. Patsy. I think that is right. We will have to supply it to be 
accurate. It went on down each year, as you know. I think the next 


year was 35. 


(Information on compliance with corn acreage allotments prepared 
from the material submitted is as follows :) 


64140—61—pt. 313 
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Mr. Naveuton. Well, in 1955, I have a different figure. The ng. 
tional corn allotment was raised to about 50 million acres. The sup- 
port level was kept very close to 90 percent, around 87 percent. 

Mr. Paumpy. Yes. 

Mr. Naveuton. With this larger allotment it seemed there were 
more farms in compliance. I have a percentage of 51 percent that 
were in compliance in 1955. 

Mr. Patmpy. I have no reason to doubt that. We will check the 
accuracy of it. Could I make a statement? 

Mr. Navuaurton. Surely. 

Mr. Patmpy. There is no question in my mind that the smaller the 
cutback, or the higher the allotment, the greater the percentage of 
compliance will be. 

r. Naueuton. And as a matter of fact, because of the fact that 
those who are not in compliance with the allotment tend to go out 
and plant perhaps double their allotment, you could actually have a 
larger allotment, and by getting more compliance, you would have 
smaller production than you would with a smaller solace and less 
compliance ? 

r. Patmpy. There are some students that have made this com- 
ment. I have some misgivings about it. 

Mr. Navueuton. In 1955, I think the allotment was increased 8 
percent, but the total acreage, planted was no larger than before, or 
very little larger, because an additional 11 percent of the farms were 
in compliance and the farms in compliance raised a much smaller 
average corn acreage than those not in compliance. 

Now, in 1956, 1957, and 1958, the national acreage allotment was 
sharply reduced. Is that correct ? 

Mr. Patmpy. Yes. The stock situation. 

Mr. Naveuton. I think it went to 44 million acres in 1956 and it 
_— to 37 or 38 million in 1957. What was the allotment for 
1958? 

Mr. Patmsy. The allotted acres? 

Mr. NavueuTon. Yes, sir. 

Mr. Patmpy. We don’t have that figure here. 

Mr. Naueuton. Was it reduced from 1957, or was it about the 
same ? 

Mr. Patsy. It was reduced some. 

Mr. Naveuton. It went down below 37 million, then? 

Mr. Patsy. As I recall, and I am quoting from memory, I think 
there was some reduction. 

Mr. Naueuron. Well, there was a very sharp reduction, from 50 
million acres in 1955 to 87 million acres in 1957, which as I calculate 
it is about a 25 percent reduction. 

At the same time the acreage allotment was being reduced 25 per- 
cent, the support price level was also going down, was it not, from 
90 percent, to 8214 and then 77 percent of parity ? 

Mr. Patsy. Yes, sir, the stock situation was climbing. 

Mr. Naveuton. And the support price was going down ? 

Mr. Patmpy. It was going according to formula, right. 

Mr. Naventon. So the man who wanted to comply with acreage al- 
lotments and participate in the program was faced. with a situation 
where he would have to plant 25 percent less acres, and would be guar- 
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teed a much lower price for any corn that he grew on it. What 
effect did that have on compliance? 

Mr. Parmsy. The compliance went down. I am not about to say 
that the lower support price caused it. What did have an effect on it 
was this much smaller allotment. eitias 

Mr. Naueutron. It was a combination of the two, was it not? 

Mr. Parmpy. Yes, sothe compliance rate wentdown. 

Mr. NavucuTon. In other words, bushels times price is income, and 
the man who is faced with a declining acreage allotment and a lower 

rice, is faced with the alternative of whether he is going to take this 
reduced income to stay in the program, or see if he can’t make more 
outside, isn’t he ? 

Mr. Parmpy. Yes, I think so, 

Mr. NavuGHTON. The lower this combination of factors squeezed 
him, the less attractive the alternative of staying within controls 
becomes ¢ 

Mr. Parmpy. That isright. He isa businessman. 

Mr. Naueuton. It is obvious that the Department’s actions did not 
tend to make compliance very attractive from the standpoint of the 
farmer who wanted to comply. 

Now, at the same time 

Mr. Parmpy. Mr. Naughton, just a minute. 

This was following—the price support level was tied to the stock 
situation. I don’t want to interrupt, but I would like to make a com- 
ment here. 

Mr, Fountarn. Go right ahead. 

Mr. Patmey. Back in this period when we did get the 51 percent— 
I’m using your figure—when we did get the 51 percent compliance on 
a larger acreage allotment, and factually the total acres put into corn 
were no greater, I think they were less, I agree with you. But the 
production skyrocketed. s 

This was the advent of nitrogenous fertilizers. Believe me, I know. 
I was out there. 

Further, because it was necessary to concentrate on the allotment of 
acres, the production went up. This can be debated long and hard. I 
don’t choose to debate this one, because I don’t know if it is true or not, 
but I do know this is the advent of this skyrocketing production. 

So that even though we had a higher rate of compliance, we had 
totalwise, smaller areas produced, we had a greater amount of corn 
produced. So what did we accomplish ? 

Mr. Naveutron. Your 1955 production didn’t increase very much 
over 1954, did it ? 

Mr. Patmsy. But it resulted in our having to make smaller acreage 
allotments. Then we went on down each year, with the stocks build- 
ing up with smaller acreage allotments, so we got less compliance each 
year, and our production continued = 

1 





Mr. Navenron. When you say, “having to make smaller acreage 
allotments,” hasn’t this to do with the Secretary examining all of the 
factors, and exercising his discretion in trying to produce the best 
balance of supply and demand ? 

Mr. Paumpy. He has very little leeway. I was Associate Director 
of the Grain Division when this was done. When we made that 


eo, they were followed, both of the years I was over 
ere. 
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Mr. Picxarp. Mr. Naughton, I think the record ought to sho 
that section 401(b) of the Agricultural Act of 1949, which is the 
basic price support statute under which we operate today specifies 
eight factors which the Secretary must take into consideration < 
determining, in the case of discretionary commodities, whether ies 
support should be undertaken, and the level of the support, an the 
terms of support; and in the case of mandatory commodities, th 
level of support above the minimum prescribed for the commodit : 
if he goes above the minimum. Those factors include: y 

No. 1, the supply of the commodity in relation to the demand 
therefor. 

No. 2, and this is pertinent in connection with the earlier discus. 
sion on corn and feed grains, the price levels at which other com. 
modities are being supported, and in case of feed grains, the feed 
values of such grains in relation to corn. 

Then, No. 3 is the ability and willingness of producers to keep 
supplies in line with demand. 

There are a number of other factors which we can read into the 
record, but they didn’t seem to be pertinent to this discussion. 

Mr. Naveuton. In accordance with the third factor you specified 
the ability and willingness of producers to keep in line with supply 
and demand, suppose the Secretary had determined that if he were 
to keep the price support at 90 percent of parity, and keep the acreage 
allotment at 50 million acres, or even a little above 50 million acres, 
that by getting compliance with the soil bank, and by getting a 
larger percentage of farmers to comply with allotments, it would 
result in less total production than would be obtained through re- 
ducing the allotment and the support level. He would not have been 
legally prevented from doing so, would he? 

Mr. Picxarp. That is a judgment factor which I think Mr. Palmby 
is much better able to answer than I am. 

The sixth factor, as specified in the statute, is also pertinent, and 
that is the ability to dispose of stocks acquired through a price- 
support operation. 

Mr. Suirn. Mr. Chairman. 

Mr. Fountarn. Mr. Smith. 

Mr. Surrn. You mentioned the 1949 act. As a matter of fact, you 
are reading the flexible support amendment now. 

Mr. Prcxarp. No, sir, I am reading the original 1949 act, sir, that 
has been in effect ever since 1949. 

Mr. Suirn. The discretion to go up and down on the price, at the 
same time you are reducing acreage allotments, came with the flexible 
support law, an amendment to the act. Ages 

Mr. Prcxarp. That is a part of the original act of 1949, which is 
section 101 of that act. 

Mr. Smrrxu. When was that amendment passed ? 

Mr. Pickarp. Sir? 

Mr. Surru. When was that amendment passed ? 

Mr. Pricxarp. That is part of the original act, passed in 1949. 

Mr. Smirn. The flexible supports didn’t go into effect until about 
1956. ; 

Mr. Picxarp. That is because there were some mandatory require- 
ments on certain crops which delayed the operation of some of these 
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flexible provisions, but the legislative provisions that I am referring 
to were in the original 1949 act. 

Mr. Smaru. In our discussion here we are talking about the acreage 
allotment going down at the same time the price went down. This was 
true after the flexible support law went into effect. That was really 
the beginning of knocking all of these farmers out of their allotments, 
so they wouldn’t stay within their allotment. That was the real begin- 
ning of our whole trouble, when the flexible supports went into effect, 
as far as getting compliance is concerned. 

Mr. Picxarp. The original act, passed in 1949, provided for the 
flexible support formula for certain crops. For the next year or 2 
after that, the law required mandatory support for certain crops at 
higher levels. That was extended a time or two by the Congress, and 
then the original flexible provisions of the 1949 act finally went into 
effect. 

Mr. Suiru. In fact, it was extended until 1956, wasn’t it ? 

Mr. Prcxarp. I believe that is correct. 

Mr. Smiru. Actually, the buildup started at about that time? 

Mr. Prcxarp. That is correct. 

Mr. Naventon. This is obviously a hypothetical example: 

If the Secretary came to you and said, “If I keep price supports as 
high as I can, and if I make the acreage allotments as large as I can, 
Jam convinced in my own mind this will reduce total production, be- 
cause it will convince more producers they should comply with the 
allotments and participate in the soil bank, instead of doubling their 
corn acreage, so the result will be production of less corn.” Would 
you have said it was illegal to follow this course ? 

Mr. Pickarp. I would have said, Mr. Naughton, that such a deci- 
sion must be supported by economic data and by judgment factors 
which come within the statutory framework. If that decision can 
be supported on the basis of the economic data and all of the pre- 
scribed factors within the statutory framework, then, of course, the 
Secretary of Agriculture is the officer within the Department who 
has the authority to make that decision? 

Mr. Naueuton. Have you always had this data? 

Mr. Pickxarp. But if he could not support that determination, and 
I question whether he could, then he would subject himself to criticism 
by the Congress and by the public for making an arbitrary determina- 
tion not supported by the evidence. 

Mr. Naueutron. Has the Secretary or the Board of Directors of 
the CCC made any decision with respect to the price support level, 
without having before them full studies on these eight factors at 
the time they acted on it ? 

Mr. Pickarp. Not to my knowledge. There may have been dis- 
cussions and tentative or preliminary decisions, but before any pro- 

am was actually formulated and issued, there were thorough studies 

fore the Board on the eight factors. 

Mr. Naueuton. Is there also a requirement in the act that the 
Secretary shall announce the level of price support in advance of 
the marketing year or the crop year? 

Mr. Pickarp. That is correct. 

. Naucuron. Do you recall at the time the President vetoed 
the farm bill—I think it was H.R. 12—in 1956, in his veto message 
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he announced that he was going to take administrative action to ip. 
crease the level at which corn would be supported. I think the an. 
nounced support level was $1.40, and it was increased to $1.50 there. 
after. Do you recall that? 

Mr. Picxarp. I don’t recall it, Mr. Naughton. Your recollection 
may be correct. 

Mr. Founrarn. I might say I do. 

Mr. Naveutron. Do you know on what basis the President was 
able to predict so confidently that this action would be taken; hadn't 
the Board already met and the Secretary examined the factors and 
announced the price decision or the support level ? 

Mr. Patmpy. Mr. Underhill says that we do have a file on that, 
of how it was explained. 

Mr. Smrru. That was an election year, you remember? 

Mr. Patsy. I would say further, though, there was some legisla. 
tion pending. 

Frankly, I have been satisfied with the answer we have given, but 
we will be very happy to supply this in detail. 

Mr. Founrarn. f think it would be interesting. 

Mr. Navueuton. We have some information on that point, Mr, 
Chairman, but it is marked administratively “confidential,” not to 
be revealed in public hearings, so we are not supposed to use it, 

Mr. Patmey. We will get you information, and it will be free 
information. 

(A statement covering this and other matters appears in the 
appa.) 

do want to say one thing: On setting corn allotments, and I 
know this because I came up through the Division, that in no case 
has there been any policy decision to change any factor that the 
economists, statisticians, and all the technicians in the Grain Division, 
recommended. 

I will put it this way: An administrator would be playing with 
dynamite, in my opinion, to make such a change. 

Mr. Navueuton. Proceeding further, I think it is obvious that a 
reduction in acres he could plant, and a reduction in the price sup- 
port which he would receive for the bushels he produced, certainly 
tended to make compliance with the program much less attractive 
for the producer from 1956 on. 

Mr. Fountarn. Just a minute. 

Do you agree with that? 

Mr. Patmpy. That the smaller acreage allotment and the lower 
price support made compliance less attractive; yes, sir. 

Mr. Naveuton. Certainly less attractive than previously? 

Mr. Patmey. You are talking corn? 

Mr. Naucuton. Wasn’t, at the same time, the Department taking 
action to make noncompliance more attractive than it had been pre- 
viously—I refer to noncompliance supports, without allotments? 

Mr. Patmey. There was no noncompliance rate—— 

Mr. Navucuron. Until 1956. 

Mr. Patmpy. Until 1956. 

Mr. Naveuron. The noncompliance support rate was announced 
in the President’s speech, also? 

Mr. Patmpsy. Yes. 
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Mr. Fountain. What was that? 

Mr. Naveuton. $1.25, compared with the $1.50 for those who 

lied. 

Our. Patmpy. Right. 

Mr. Naveuton. Now, the man who complied, in order to get this 
$1.50, had to reduce his acreage under the previous year’s allotment 
by 25 percent, whereas, the man who did not comply could get $1.25, 
and he could go out and double his acreage. 

Didn’t that tend to make the alternative of noncompliance much 
more attractive ? 

Mr. Paumpy. No, Mr. Naughton, I wouldn’t say so. The reason 
I say this: When it was first announced, I thought this would be 
true. However, we have a great file built up: that many farm ad- 
visers, in figuring what they should do, recommended to their renters 
and the owners of the farms they were managing, that they sta 
within the allotment. While I said I was first convinced that this 
did not contribute to urging the farmer not to comply, I am not 
ready to say at this point it had any particular effect one way or 
the other. 

Mr. Naveuton. Has the Department ever made any studies to 
determine what the effect would have been if all farmers had ever 
complied with corn acreage allotments ? 

. Patmpy. I think this is basic in setting allotments. If all 
farmers had complied 100 percent, and in turn that didn’t get 
enough reduction, then the next year, by the very law, itself, the allot- 
ment must go down. So I think we have, and if I may refer to an- 
other crop, a pretty fair illustration of this in tobacco. Tobacco 
farmers have kept their stock situation in pretty good shape. There 
are some huge inventories, but nevertheless they have been taking 
cuts, because they are under marketing quotas, they have complied. 

I think you can throw all these if’s in corn; that the same thing 
could be done on corn alone. 

Mr. Naveuron. I think you picked a good illustration. 

How many tobacco producers do you have who are producing and 
marketing outside of the compliance program ? 

Mr. Patmpy. It is nil—perhaps 150 for flue-cured tobacco, Mr. 
Underhill said. 

Mr. Navcuron. What percentage of the production do they 
produce ¢ 

Mr. Unperuitu. A small fraction of 1 percent. 

Mr. Naveuton. In the years from 1956 to 1958, I think you still 
had some fair compliance on corn. According to my figures, in 
1957, 39 percent of the farmers were still in compliance. 

During these years, what percentage of the total corn production 
was produced by those who complied with the program—and this 
was 39 percent of the farmers in 1957—as compared with the amount 
produced by those who were not in compliance with the program ? 

Mr. Paumpy. A much smaller percentage than, of course, what 
the compliance would indicate. We have these figures, too but I 
don’t have them with me. It runs in my mind that the last year we 
had corn acreage allotment, something over 12 percent of the corn, 
was produced under compliance. 
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What was the percentage of farms in compliance? Something 
around 25 or 28, I believe. 

Mr. Navenrton. In 1957, the figure was 38.6. It was almost 39 
percent of the farms that were in compliance. 

Mr. Paumpy. The last year we had compliance? 

Mr. Naventon. No, this was 1957, not 1958. 

Mr. Patmpy. What I am saying is this: Farmers having smaller 
than the average allotment complied. 7 

Mr. Naventon. That was not true before 1957. 

Mr. Pautmey. No. But this trend would be there, I am sure, as it 
continued on. But that is beside the point. 

The total production from that farm didn’t necessarily go down, 
It did on corn, but look at your own State of Iowa. You know 
what happened to the diverted acres. 

Mr. Naventon. I am glad you suggested that, because I have some 
figures on Towa. 

But getting back to the comment that you made, that the farmers 
who complied had smaller farms and smaller allotments, that is not 
true according to the Department’s figures up to 1957, and let me give 
you the figures on that. 

The average noncomplying farmer in 1954 had an allotment of 97 
acres. The average complying farmer had an allotment of 30 acres, 
However, the average noncomplying farmer, in 1954, planted 39 acres 
of corn, whereas, the complying farmer, who had a larger allotment, 
planted less than 25 acres. 

In 1955, the average allotment for the complying farmer was over 
32 acres. He planted only 26. The average noncomplying farmer 
had an allotment of only 29 acres, but he planted 41. 

In 1956, the average acreage allotment for the complying farmer— 
and these acreage allotments, of course, were sinking fast—was 2614, 
He planted 19. The noncomplying farmer had 2414 and planted 38. 

Now, in 1957, which is the first year that the average allotment on 
the complying farms is smaller than the average allotment on the 
noncomplying farms, the average allotted acres on farms in 1957 for 
the complying farmers was 1914, of which they planted only 10. 

The average allotment for the noncomplying farmers was 2114, and 
they planted not quite 40. 

Have you ever figured out how much production would have been 
reduced in 1957 if all farmers had complied with the program instead 
of just 39 percent? 

Mr. Pautmpy. No, sir; I have not. 

Mr. Naveuton. Well, it is very interesting, because the 39 percent 
of the farmers who complied with the program had total acreage allot- 
ments of 1314 million acres of corn. They planted only 7 million. 

Mr. Patmpy. May J interrupt just a minute there? 

Mr. NaucutTon. Surely. 

Mr. Paumpy. I assume that was when the acreage reserve was In 
effect; is that right? 

Mr. Naventon. That is right. And there were about 5 million acres 
of corn land in the acreage reserve. However, producers in compli- 
ance consistently underplanted their allotments. ; 

The noncomplying farmers had allotments in the commercial area 
of 23,661,000 acres. They planted 43,875,000 acres. 
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Those who complied with the program planted 52 percent of their 
allotment. Those who did not comply planted 185 percent of their 
allotment in 1957. 

Now, do you know how much corn production would have been 
reduced if everybody had complied with their allotments? 

Mr. Patmpy. No, I don’t, Mr. Naughton. I expect we can figure 
this. 4 

Mr. Naventon. I did it this morning, I will have to check my 
figures, but it comes out to over a billion bushels in 1957 alone. You 
have had an average of 150 million extra bushels of corn every 
year up until 1959, 3 percent of the total production. 

Mr. Patmpy. Mr. Naughton, Mr. Chairman, I am sorry to interrupt 
again. I still do not think these comments are inconsistent with what 
we have said earlier that we think that it is a feed grain problem 
not a corn problem, and you can do almost anything with one com- 
modity in any one year, or a period of years. I do not necessarily 
disagree with your figures, but I still have to urge my point that our 
worry is a feed grain, and in turn a total land-use problem, rather 
than a corn problem, 

Mr. Naucuton. Of course, we know what happened to corn in 
1959 when acreage allotments were taken off. In Iowa, for example, 
which you mentioned, the increase in acreage I believe was about 2 
million acres, am I right on that? 

Mr. Patmpy. Well, overall, we had—I do not have the Iowa figures 
here—something a little under 8 million acres increase, yes, sir. 

Mr. Naueuron. In Iowa, I think the increase was about 2 million 
acres, and of course, the total production exceeded the previous all- 
time record by perhaps 100 million bushels. Isn’t it obvious what 
happened in 1958 and 1959 in Iowa? I think 30 percent of the farm- 
ers in Iowa, as late as 1958—and this is real loyalty—were still under 
the program. Do you have the figures for 1958 on the extent of 
compliance ? 

Mr. Patmey. No, we do not have compliance figures with us. 

Mr. Naueuton. My figures show that in 1958, in Iowa, 64,000 
farms, or 30 percent, were in compliance with the corn allotments. 
Their total planted acreage was 926,867 acres, which gave them an 
average of a little less than 15 acres per farm. 

Now, the 70 percent of the farmers who were not in compliance 
in Iowa, 149,000 of them had planted acreages in 1958 of 9,311,133 
acres, so they were planting an average of 62 acres of corn. 

Now, if the 64,000 farmers who were in compliance in 1958, and 
who had the program pulled out from under them in 1959, when 
controls were abolished and price supports were made available to 
everyone—— 

Mr. Patmey. Mr. Naughton, just again to get the record clear. 
The program was not pulled out from under them, this was by act 
of Congress and the vote by the farmers. 

Mr. Naventon. The vote was on two rather unsavory alternatives, 
was it not? 

Mr. Patmpy. This was an act of Congress. All I am saying is 
correcting the expression “pulled out from under them.” Nobody 
pulled it out. 
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Mr. Naveurton. Let’s get that correct, too. Was this a mandato 
program Congress enacted, which said you shall have no acreage 
allotments? I think you will find it was a discretionary program of 
the Secretary of Agriculture, and in his discretion he decided to put 
it into effect. 

penal Pickarp. We will have to furnish a statement on that for the 
record. 

(A statement on the legal history of corn price supports and related 
matters appears in the appendix. ) 

Mr. Naveuron. The total increase in acreage in Iowa was 2 million 
acres. If the 64,000 complying farms which had previously had 15 
acres of corn simply planted an average of 30 additional acres of corn 
which would still leave their corn acreage below the average for the 
noncompliers, it would account for the 2 million extra acres. 

Mr. Fountarn. Do you agree with that, assuming his figures to be 
correct ? 

Mr. Patmey. Mr. Chairman, he has gone too fast on these figures, 
I am sorry, I can’t keep up with this analysis. I have no reason to 
doubt it. When the transcript comes to us I will check it. 

Mr. Founrarn. I would appreciate it if you will. I asked Mr, 
Naughton to make these computations, and I understand you have 
not had a chance to do it? 

Mr. Paumpy. I cannot follow this, I am sorry. 

Mr. Naveuton. They were made late last night, and I want to 
check them myself, too. Without getting into details, isn’t it prett 
clear that if you had been able to increase compliance by a very ual 
percentage through the years, you very easily could have taken care 
of this 150 million bushels you had left over every year? 

Mr. Patmpy. If we had let less corn be produced, and the yields had 
stayed the same today, we would not have the stocks today. This is 
the summary I think anyone can come to. With less acres producing 
and the same yields, we would have less corn today. Now, however, 
if the market price would have been different, I am not an authority 
enough to know what the stock situation would be. What I am saying 
is this: That we had 3.8 billion bushel disappearance last year. If 
the level of the price of corn to the feeder—and I am one—would have 
been 15 cents a bushel more through the year, I do not know what the 
disappearance would have been. Maybe 3.2 billion. This is just a 
figure I pull out of the air. All I am saying is that when we talk 
about “if’s” or “onions” at a time, and then try to say this is what 
would happen, I do not know. 

Mr. Naveuton. Well, of course, your noncompliance supports 
which were provided to everybody who grew corn from 1956 through 
1958, without complying with the program, tended to raise the price 
of the corn to the feeders, did it not? The feeder isn’t getting any of 
the high price support corn; that is coming to the Government under 
loan. Isn’t it true that the noncompliance supports would tend to 
raise the price of corn to the feeder and thus reduce disappearance! 

Mr. Parmpy. I lost you. 

Mr. Naventon. As a matter of fact, the Secretary specifically said 
he was providing noncompliance supports in order to reduce cattle 
and hog production. I can dig out his old speech for you if you are 
interested in it. This is one of the reasons why he provided it. The 
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noncompliance support tended to reduce the disappearance, and in- 
crease the surplus. 

Mr. Patsy. Mr. Chairman, I would like to think about this. I 
would again like to give my comments on this in the record. 

Mr. Fountain. All right. 

(Excerpts from statements by Secretary Benson announcing non- 
compliance corn supports are as follows :) 


1957 : 

“J am sorry that we must have the unusual noncompliance price support for 
corn again this year,” said Secretary Benson in commenting on today’s announce- 
ment. “Under the developing circumstances, however, we have no choice. We 
must take steps to help stabilize the feed grain market now, and the hog market 
in the future.” 

“Record supplies of feed grains are in prospect for the 1957-58 feeding year. 
In addition to a large 3.2-billion-bushel corn crop, the indicated sorghum for 
grain production is 481 million bushels, almost two and one-half times the 1956 

uction. Also, it now appears that the 1957 barley crop is of record size. 

“The most serious implication in all this is the possible incentive for unwise 
expansion of hog and other livestock production. There were danger signals in 
the pig crop report which was issued Thursday noon. While it showed that 
farmers are holding the line pretty well on increases in sows to farrow this 
fall, with an increase of 4 percent from last year, the report for 10 leading 
Corn Belt States also showed a probable increase of 7 percent in 1958 farrow- 
ings for the winter quarter (December-February). 

“We have repeatedly warned hog producers against expansion which could 
wreck their markets. I sincerely hope they will consider their production plans 
carefully, and not run their spring farrowing up to the point where there would 
be real trouble ahead. 

“We are announcing the broadened corn price support at this time to do every- 
thing we can to help stabilize the situation, in the interests of both feed grain 
and livestock producers.” 

1958 : 


“*# * * we must do what we can to help stabilize current feed grain and 
future livestock markets. It is very important that we reduce incentives for 
unwise overexpansion of hogs and other livestock.” 

(A statement by the Department of Agriculture on this and other 
matters appears in the appendix.) 

Mr. Smiru. I have a question or two. Just take the example of 
wheat. I believe you said a while ago we do not have much hope of 
increasing our foreign sales, other than just sort of a gradual accre- 
tion, is that right? 

Mr. Patmpy. From one year to the next, it may be quite sporadic, 
Isay this because we know when the French wheat crop, for instance, 
is of poor quality or is small, our exports may jump materially in the 
next year. So it may be sporadic, but over a long pull, I think, yes, 
it isa fair summary statement to say at best our exports will increase 
moderately. 

Mr. Smiru. Then you agree that 55 million acres of wheat pro- 
duces more than we are going to be using for domestic and foreign 
consumption ? 

Mr. Patmpy. Yes, sir. 

Mr. Smiru. Well, now, suppose you cut your acreage from 55 mil- 
lion back to 43 million, and you provide that the 12 million taken out 
of wheat cannot be put into any other kind of crop, in other words, it is 
to have to go into some sort of a soil bank, carried by the farmer 
himself; wouldn’t this reduce total production ? 

Mr. Paumey. It would seem to me that a smaller base on acreage 
allotments, assuming there are not other gadgets put on to it, as 
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regards a specific crop such as wheat, would cause less to be produced, 

Mr. Smiru. hentia to the Library of Congress, anyway—I sup- 
pose you have your independent source of figures—but according to 
them, it would reduce production to where it was less than consump- 
tion, therefore there would be a market for some of the wheat that js 
now in your bins. 

The reason I mention this is because this is the wheat bill that was 
vetoed last year. It would have reduced total acreage down to 43 
million acres and provided the 12 million acres could not have been 
put into other crops—as I see it now, you agree this actually would 
have reduced the stocks going into CCC bins? 

Mr. Patmpy. Congressman, I think it is very obvious, when we have 
a smaller number of acres assigned to a crop, that there has to be a 
level some time when the production will go down; that is, even 
though there is greater concentration, it cannot catch up. But I 
have to hasten to add there could not be other gadgets put on to it 
which would cause wheat to be grown in another area or by other 
means. 

Mr. Smirx. Mr. Chairman, I do not know how long you want to 
go here, but I did notice that Bob Casper, who happens to be from 
Iowa, is in the audience. He is the national vice president of the 
National Farm Organization. If there is time, I thought maybe we 
might take a few minutes to hear him. 

Mr. Fountatn. I think we are almost through with these gentlemen. 
We would be very happy to hear him. 

Mr. Smiru. I will waive any further questions in the interest of 
time. 

Mr. Lancen. Mr. Chairman, I have a number of questions, but may 
I just explore an item or two very briefly ? : 

First, may I say I find myself a little puzzled as to just what we are 
trying to prove, and just what we have accomplished relative to the 
matter of price supports and compliance and noncompliance, and 
various actions that have been taken, but I should want to ask this: 

In each of these steps and experience, and you have related to corn 
so often—the steps that have been taken by the Department have been 
taken in complete compliance with and following the directives given 
to the Department by Congress; is that not true; am I not right there? 

Mr. Paumpy. Yes, sir. 

Mr. Laneen. And that these directives have been set up pretty 
specifically by Congress, that the Department should respond, given 
recognition, I believe, to the six different items that ought to be con- 
cerned in the establishment of the actions and directives by the De- 
partment; am I not correct there? 

Mr. Patmey. You are right, Congressman Langen. After all, the 
Secretary of Agriculture has less leeway, by far, than what is gen- 
erally considered that he has in the administration of most of this 
legislation. 

Mr. Laneen. Now, then, in responding to them, there are a num- 
ber of unknown factors, such as it is pretty hard to predict what a crop 
is going to be next year. Yields have gone up. Weather conditions 
affect them. And there are a number of items that, when you are try- 
ing to project them into the future, look a good deal different than 
from us today looking back at them and saying, “Well, now, if thus 
and so had happened, or if we had done thus and so, it would have 
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been entirely different.” And that those decisions were made on the 
basis of the information and the material available at that time, not 
on the basis of what is available today, which to me would seem to be 
a pretty substantial factor in making the decisions. Is that not 
right ? ; , 

Mr. Patmpy. Congressman, I certainly do not mean this to be a 
derogatory statement at all, but when the Secretary or anyone else 
advising him has authority to make predictions, or to look ahead as to 
what might happen on a crop, and at the time he makes the prediction 
or the estimate it has a bearing on what he does on the support level, 
this Secretary—and I am sure any Secretary—will do two things. He 
will use the technicians to the utmost that he has that advises him. 
Hemust. He must rest upon them. 

Secondly, those technicians will look back every time rather than 
to get their proverbial “neck” out, to project what might happen, be- 
cause the only basis on which a statistician can rest his case, par- 
ticularly in Government, ison history. This is very important. 

Mr. Lancen. The reason I am asking these questions, Mr. Chair- 
man, is because to me—and I have a real concern for the future of 
agriculture and for the possibility that agriculture might fare better 
in the scene of our total national income, and I think in so doing we 
need to benefit and we need to explore and gain in knowledge from 
the experience that we have had. 

Certainly if we can’t gain from that, it is going to be difficult for us 
to take actions in the future that we hope will have better results, 
particularly from an economic standpoint, as far as the farmer is 
concerned. 

Now, then, in furthering this, and I think Congress has a real part 
in this, because those of us who are here now, or who will be here in 
the future, are going to have to respond in this field. I think that is 
also clearly evident. 

On the corn scene, is it not true, when we did then get to 1958 and 
the action that was taken relative to the 1959 crop, that again that was 
a directive on the part of Congress, and that Congress, after looking 
at the experience in the years that have gone by, decided: Well, maybe 
we need to get to a point where we do not have any allotments any 
more. 

That directive came from Congress; did it not? 

Mr. Patmpy. That is right. Now, as regards the leeway that may 
have been present in the bill, our counsel said he will supply a state- 
ment on this. 

Mr. Founrarn. I think you will find, Mr. Palmby, it was op- 
tional—will you yield for a minute? 

Mr, Lancen. Yes. 

Mr. Founratn. For the record, will you state just what the two 
alternatives presented to the corn producers were? 

Mr. Patmpy. I would rather put this in the record. Could we put 
this in the record, too, the alternatives? 

Mr. Fountarn. Yes, you can. 

Mr, Pater. I would rather do that. I want them accurate when 
Istatethem. I find myself at the point of drawing blanks. 

Mr. Fountain. As I recall, they were given an approximate sup- 
port price of 70 percent of parity for noncompliance, and 75 percent 
for compliance; were they not? 

Mr. Patmpy. No. 
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Mr. Fountarn. Maybe 65. 

Mr. Patmpy. The first alternative was 65 percent of parity, or the 
average, 90 percent of the last 3 years’ market price. 

Mr. Fountatn. Which was about 70? 

Mr. Patmpy. Which was 68. 

Mr. Fountarn. Sixty-eight? 

Mr. Paumpy. That was for 1959. Now, that was $1.12, national 
average. Moving forth, it appears to us at this point when the price 
support level for 1960 will be announced, that the 65 percent of parity 
provision will apply, and not the 90 percent of the last 3-year moving 
average market price. If this is the case, and if it should continue. 
and from here on out the fact that the price support level will be 
under the present legislation 65 percent parity, so the two alterna- 
tives—and it is coming to me—were that 75 percent parity as a mini- 
mum under allotments, or the former which we just outlined. 

Mr. Naveuton. What would the allotment have been under 75 
percent of parity? 

Mr. Patmpsy. In 1959? 

Mr. Navueuton. Yes. 

Mr. Patmpy. We announced that before the referendum. We will 
have to supply that, I cannot recall. 

(The matter referred to follows:) 

Prior to the referendum, the Department of Agriculture announced that its 
estimates indicated a national corn acreage allotment of approximately 33 mil- 
lion acres if producers voted in favor of allotments. However, on the basis of 


later figures it appears that the allotment actually would have been nearly 40 
million acres, calculated by the Department as follows: 


INDICATED 1959 Gorn ACREAGE ALLOTMENT IN THE 1958 COMMERCIAL CorRN AREA 
For Price SUPPORT PAYMENTS TO BE 75 PERCENT OF PARITY 


In order for price support payments to be equal to 75 percent of parity, the 
supply percentage must be over 130 percent. Since the total supply of corn for 
the 1958-59 marketing year was 5,271.5 million bushels, the normal supply 
would be 4,054 million bushels. In order to determine an acreage of corn in 
the 1958 commercial area that would produce the required number of bushels, 
it was necessary to deduct the carryover in 1959 of 1,530 million bushes and 
the production outside the noncommercial area of 585 million bushels (1954 
58 average) which leave a production required for the 1958 commercial corn 
area of 1,939 million bushels. Dividing this amount by 48.6 bushels (1954-58 
average yield in the commercial area) equals 39,897,120 acres. 


Total supply, 1958-59 marketing year_._..-_-_-.-...-_--.-.---~. 15, 271.5 
I gia Sg os ee eisas deceived phe acmeepl de <ciooap nde siete * 4, 054. 0 
Pn I nds es ct eens cn babel Se Ma ad i Mn isbn 130. 03 
I a isles daitnshepeslalalddpncdialehcliinehcinttdicaneaddshiltaia 14, 054 
CN spicata bathebttserlnice telecine tecidantdacircitivinlgdsatsnbbelainasdieiitidnninnecniates 71,530 
pe peer CI i ee eee 12,524 
Production in noncommercial area (1954-58 average) —---------_-_ * 585 
Production needed in the commercial area__.___.__--.__-_---------- *1, 939 
1,939 million bushels divided by 48.6 bushels (1954-58 average) 

BI hs ciciintnininatnenneniesianineninnceiiiimateaa nia baeeeetiat ? 39, 897, 120 

1 Millions of bushels. 

2 Acres. 


Mr. Naveurton. In other words, it would have been about $1.25 
a bushel, with very tight acreage restrictions as compared with $1.12 
guaranteed support, and you can grow all you want. These were 
the two alternatives? 


ref. Se 


@rirer’ Passe 


5 
[2 





INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 999 


Mr. Patmpy. That is right. 
Mr. Navewton. Even with that, weren’t there a fairly substantial 


percentage of farmers that still voted for allotments—25 or 30 


rcent ? 
Mr. Patmey. I am quoting from memory. It seemed to me it was 
ercent, for—no, I wouldn’t want this in the record this way. We 
vit supply the percentage. I do not recall. 
(The Eiemation, as contained in a Department of Agriculture 
ike release of January 5, 1959, is as follows:) 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, January 5, 1959. 
Fina, Tatty SHows 71.2 PERCENT FAVORABLE VOTE FOR NEW CORN PROGRAM 


Final results of the November 25, 1958, corn referendum in a 26-State area 
show that 71.2 percent of the 357,169 farmers voting favored a new program 
calling for the elimination of corn acreage allotments and for a new method 
of setting support prices for 1959 and succeeding crops. 

The final tabulation shows 254,262 (71.2 percent) voting for the new program 
and 102,907 (28.8 percent) voting for a continuation of the allotment program 
in effect on the 1958 crop. 

The final favorable percentage is slightly higher than the preliminary figure 
of 71.1 percent favorable announced November 26 on the basis of a preliminary 
total of 246,976 votes. 

Under the new program, there will be no restrictions on acreages planted to 
corn in 1959 and later years. Price supports on a national average basis will 
be 90 percent of the preceding 3-year average price received by producers for 
corn, but not less than 65 percent of parity. (For the 1959 crop, it is estimated 
that the average support price will be between $1.12 and $1.15 per bushel). 

The new program dispenses with commercial and noncommercial producing 
areas. Corn produced anywhere in the United States that meets quality and 
storage requirements will be supported at a rate based on the same national 
average level. 

The vote by States follows: 


Final corn referendum results 











For new For old Percent 
State program program Total favoring new 
(allotments) program 
7, 558 665 8, 223 91.9 
826 378 1, 204 68. 6 
269 159 428 62.9 
1, 290 29 1,319 97.8 
6, 640 503 7, 143 93.0 
50, 701 11, 268 61, 969 81.8 
39, 202 8, 454 47, 656 82.3 
43,019 16, 981 60, 000 71.7 
4, 928 1, 556 6, 484 76.0 
2, 033 4, 574 6, 607 30.8 
801 386 1, 187 67.5 
8, 085 2, 155 10, 240 79.0 
13, 906 13, 339 27, 245 51.0 
11, 406 6, 380 17, 786 64.1 
24, 414 10, 114 34, 528 70.7 
239 152 391 61.1 
4,979 10, 932 15, 911 31.3 
241 218 459 52.5 
14, 713 4, 263 18, 976 77.5 
2, 067 567 2, 634 78.5 
2, 105 66 2,171 97.0 
6, 672 4,718 11, 390 58.6 
2, 702 2, 427 5,129 52.7 
902 687 1, 589 56.8 
NE EE a 8 Do ng 136 13 149 91.3 
ER ecthtbeinsecaseceecsieeeceeroesas~ 4, 428 1,923 6, 351 69.7 
IN oes Sh an dik, eatindn ccna | 254, 262 102, 907 357, 169 71.2 
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Mr. Fountarn. Going back to your statement that farmers are 
businessmen, and without having to look back into history as a guide 
for forming a conclusion, was there any question as to what the corn 
farmers, being good businessmen, would do under those alternatives? 

Mr. Patmpy. We had various predictions in the Department, and 
this is all I was familiar with, what the vote would be. It was gen- 
erally felt in the Department they would choose the no allotment 
program. 

Mr. Fountarn. And that is what they did, of course? 

Mr. Patmpy. That is what they did, yes. 

Mr. Sairu. This is the program suggested by the Secretary of 
Agriculture after the previous law had been vetoed ? ‘ 

Mr. Patmpy. Generally, that is right. 

Mr. Founrarin. Whether or not it was a mandate from the Con- 
gress, or whether or not it was legislation giving the Secretary of 
Agriculture certain options or degree of flexibility, will you agree or 
not agree with the statement which Mr. Naughton made a few mo- 
ments ago, they were unsavory alternatives ? 

Mr. Patmpy. From the standpoint of a corn grower? I do not 
think they were unsavory. 

Mr. Founrarn. I am thinking about from the standpoint of the 
corn grower, from the standpoint of reducing our surplus, from the 
standpoint of the taxpayers, everyone. 

Mr. Patmpy. No, I do not think so. 

Mr. Fountrarn. You do not think so? 

Mr. Pautmpy. No, I do not. 

Mr. Naventon. Mr. Palmby, these figures which I was quoting to 
you, of course, are from the 1954, 1955, 1956, and 1957 crops. I think 
it is very, very obvious, from a study of this material, to me at least, 
that when a man goes outside the allotments, he simply doubles the 
acreage of corn he plants. 

With that in mind, wasn’t it obvious to the Department, that when 
you cut out acreage controls entirely—and this was the program 
recommended by the Secretary which he wanted—that those who were 
in compliance were going to go out and double their acreage and even 
triple it, from the small acreage allotments they had, resulting in what 
happened, the greatest production of corn we have ever had by some 
600 million bushels? 

Mr. Patmpy. My only answer to it, Mr. Naughton, is the same as 
I made before; that the existence of corn allotments, or the nonexist- 
ence of them, does not change the planting base for crops in the Corn 
Belt one acre. 

Mr. Naventon. Maybe not the planting base, but it certainly 
changes what gets planted. 

Mr. Patmpy. That is right. 

Mr. Naventon. Now the Secretary is proposing and asking Con- 
gress to authorize—I haven’t seen any evidence of a congressional 
mandate on this one—that a program similar to corn be put into effect 
for wheat. In other words, abolish allotments, give a guaranteed low 
support rate for all wheat producers. : 

Has the Department made any analysis of what would happen in 
terms of increased production and how you are going to store the in- 
creased production that might result from unlimited production of 
wheat, with guaranteed supports? 
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Mr. Patmsy. Before I answer your question—there is one state- 
ment I again want to make; that the existence of wheat allotments, or 
the nonexistence of them, does not change the number of acres in the 
area that is devoted to wheat production. 

But, now, getting specifically to your question: I am not sure 
whether we have made studies on what might be produced at given 

rices, or at different levels, or not. If we have, I would be very 
Seors to bring these up next time or submit them to you. 

Mr. Naveuton. In the light of what happened under corn, aren’t 
you afraid the same thing will happen under wheat, and we will get 
an alltime record wheat crop of 114 billion; or 1,700 million bushels, 
which will then further complicate the corn problem and the feed 
grain problem ? ‘ ’ 

Mr. Paumey. Mr. Naughton, again, I will have to say it does not 
make any additional acres. 

Mr. Navanron. But it increases the number of acres which will be 
planted to wheat ? 

Mr. Patmey. I would think this would be true. 

Mr. Naveuron. Isn’t it obvious the wheat producers who had a 
smaller acreage allotment than they would like to plant individually 
are going to respond to this program as the corn producers did, and go 
out and plant the largest acreage of wheat you have had in recent 
years, and with any kind of weather they are going to come up with 
the biggest wheat crop you have ever seen ? 

Is there any indication the 1960 corn crop is not going to be larger 
than the 1959 corn crop? 

Mr. Parmey. Our estimate of plantings will be out, I believe, the 
last of March, on what will be planted. If there is an increase in 
corn acreage in 1960, then it would mean that it would have to come 
out of some other crop, such as soybeans, or a further move away 
from oats. I expect this latter trend will continue; it has for a long, 
long time. 

All I am saying is that if there is a further increase in corn acre- 
age, I would be surprised, because I don’t know where the acreage is 
going tocome from. After all, these crops compete for acres. I think 
you and I discussed this. In fact, I think I gave you some ammuni- 
tion; I will continue to do this. 

Mr. Naueuton. Seed corn sales being higher? 

Mr. Patmpy. The best way to get at this is the way we do, visit seed 
corn producers and the prime producers of seed corn. The ones I 
talked to think their sales are somewhat higher. They hasten to add 
immediately, “Of course, it is a little early to tell.” 

Then I ask the seed corn producers as you are asking me, “What 
does this mean, where the acres are coming from?” 

They said, “It is too early.” 

Mr. Nauenron. Of course, the soil moisture conditions are better, 
actually, than they were last year, are they not, because of the rain, 
which is causing al] the wet corn problem ? 

Mr. Patmpy. They are, certainly, in Iowa; yes. 

Mr. Founrtarn. It is getting beyond our lunch time. Do you have 
any more immediate questions? 

Mr. Naventon. No. 

Mr. Fountain. Mr. Smith. 

Mr. Suir. No. 











1002 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Fountatn. Mrs. Dwyer. 

Mrs. Dwyer. No. 

Mr. Patmpy. Mr. Chairman, we did bring at your request, I be- 
lieve at Mr. Naughton’s request, some little booklets here, “Movin 
Agricultural Surpluses Into Consumption,” which we will leave with 
the committee. 

Mr. Fountarn. Thank you very much. We appreciate very much 
your coming. Apparently we have no further questions until our 
meeting Monday. While you are here, I would like to recognize Mr, 
Casper. Do you have any comment or observation you would like 
to make? I didn’t know you were going to be here, but since you 
are here we always like to recognize people from our respective States, 

Mr. Casper. I would comment on some of the things said here, if 
it is of any value, from the standpoint of what the farmer thinks, 

Mr. Fountain. I think it would be helpful if we could get your 
comments. 

Thank you very much, gentlemen, for coming. You may want to 
hear what Mr. Casper has to say. 


FURTHER STATEMENT OF ROBERT CASPER, VICE PRESIDENT, 
NATIONAL FARMERS’ ORGANIZATION 


Mr. Founrarn. Mr. Casper, I believe you are vice president of the 
National Farmers’ Organization ? 

Mr. Casper. That is right. 

Mr. Founrarn. And you testified at our Iowa hearings? 

Mr. Casrer. That is correct. 

Mr. Fountain. Since you are here, the committee would be very 
happy to get the benefit of your thinking on the questions we have 
been discussing this morning. 

Mr. Casper. I will just hit a few of the points that I think you 
might be interested in. First, on the question of quality of exports, 
which was brought up, and I was particularly interested. We are 
having a feed-grain meeting over at the Raleigh Hotel, a great many 
people and organizations. And at this meeting a pamphlet by Con- 
gressman Albert was presented, and it brings out some of our problems 
in foreign trade. And one of them is that the quality of exportable 
crops are very low, as the world sees them. For instance, the situ- 
action in Europe: They produce about three-fourths of their normal 
wheat needs. That is a soft wheat, and it requires, in order to make 
adequate bread, a mixture of hard wheat. They say that the wheat 
they get from the United States is a very poor quality; that they can 
depend on it being a very minimum, as far as the trade requirements 
are concerned. 

On the other hand, the Russian-Canadian wheat will be better than 
they think they buy. This is caused partially because the private 
grain trade is diluting good wheat the CCC has that is going into 
foreign shipments—slugging it, in other words, with lower quality 
wheat, to get it down to a minimum. 

Now, Congressman Langen made the remark I believe there were 
three periods back over the years where we have run into buildup 
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of feed grains. And this is true. I think we have to realize that 
as far as farmers are concerned, we plant almost every acre of land 
we have out there every year, regardless of pent almost. We do 
shift from crop to crop, now and then, but basically we farm. 

Now, these grains build up, and the pressure has to build up, before 
there is any need or compulsion to cut acreages. So back in the thir- 
ties, even under the low price supports at that time, we have practi- 
cally the same buildup we have now, and they say it is being done 
by igh-price supports. I think if we look back over the history it 
doesn’t make much difference. You can go back into the 1932 period 
when we had no eens supports at all, and the same thing nape 

Now, to go to the Korean period; we have a period there that was 
unusual. We had an unusual demand. We also had a wartime com- 
pulsion to produce the utmost, because no one could foresee how much 
this conflict would spread, and what the demands might be upon 
agriculture, and so there was an organized attempt to produce all that 
we possibly could. So that up until 1952, or even 1953, I think any- 
one must be excused, including our present Secretary, for not putting 
on controls until that conflict was out of the way. 

There were some statements made by the witnesses about the yields 
of grain sorghums. Now, a lot of this has been due to technology, of 
course, but a lot of it, I think, to what extent no one knows, has come 
about because we have moved the grain sorghum area into the good 
Midwest area. Often grain sorghums have been produced in rela- 
tively poor land, you might say, as far as we would look at it in Iowa, 
but under the program of recent years, where we were held down on 
our corn allotments and there was demand for feed grains, and we 
could go to grain sorghums without any penalty, we had a great in- 
flux of this grain into the Midwest—eastern Nebraska, Kansas, Mis- 
souri, Iowa, and Illinois. This went on good land, land that normally 
would grow corn, and it will produce 100 to 125 bushels of grain 
sorghums. So a lot of the yield I think has simply come about be- 
cause we have moved it into a better area of the country. 

Now, as to whether corn allotments will cut total feed: I think there 
is no question that they will. Most of this acreage has come out of 
oats, and oats is about the lowest-producing grain that we have, if 
you would get any opinion on growing oats at all, I am sure you would 
find this out. 

So as we—just for instance we produce in Iowa much higher yield 
per acre of corn than we do of oats, and there is about twice as many 
pounds of grain in a bushel of corn as there is oats, so you have a tre- 
mendous difference, and I think that the basis for saying that we are 
going to have a much greater yield of corn this year is the fact that as 
this cost price squeeze continues, there will be a further shift from oats 
to corn. 

Now, I would like to comment on how did the laws that we have get 
through Congress: The statement has been made here today, imply- 
ing Congress, if there was any mistakes made, it was Congress’ mistake. 
I think, as I remember the picture back over the last few years, Con- 
gress has several times passed what I considered good farm legisla- 
tion on their own initiative. Almost each time it was vetoed, I believe 
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every time. And then in an attempting at some compromise, that 
would keep the farm legislation of some kind on the books, these other 
bills were eventually presented and passed. I do not believe it was an 
honest expression of what Congress really believes should be done, 
I think it was simply the wielding of the veto, as any administration 
has a right to do, but I think we have to recognize today basically the 
laws on the books are administration-type laws, rather than the ex. 
pression of Congress, which they have expressed on their own behalf 
several times. 

On this referendum we were talking about, this is an odd thing, 
I think every farmer that walked in the voting booth at that time had 
an opportunity to vote for a higher support than he was getting as 
it pertained to his own individual operation. ‘This is the thing that 
was not generally understood. 

I believe, for instance, in the allotment program, I voted for the 
higher support with the allotment. On the other hand, my neighbor, 
who had always been out of the allotment program, had been getting 
a support, I believe, of $1.02, or something like that, or whatever it 
might have been. He was offered a higher support if he voted for this 
choice under the referendum than he was getting. So that both of us 
could, in our own way, no matter which way we go, if I voted for the 
allotment program, I was voting for higher support, if he voted for the 
cere that has been put into practice, he in turn was voting for 

igher support, and there was more of him than there was of me. 
That is the way it turned out. 

Mr. Founratn. He was voting for one alternative and you the 
other ? 

Mr. Casper. That is right. And the both of us were voting for 
the higher support offered. The noncomplier simply had us out- 
numbered. There was one other thing that I would like to comment 
on. This is what we are talking about today, which is the results of 
what has happened. Actually, unless we get to why they happened in 
the first place, I don’t believe we are ever going to solve this problem. 
I was interested in the makeup of the President’s Agricultural Ad- 
visory Committee. I got the membership of it as it is today, and it is 
rather interesting. We are talking here about a surplus of feed grains 
and wheat. I would like to read into the record at this time the 
location and some of the background of the gentlemen on this com- 
mittee that is giving the administration their farm price. I will read 
the States: New York, Vermont, Tennessee, New Mexico, California, 
Texas, Montana, Iowa, Ohio, North Carolina, Indiana, Kansas, Wash- 
ington, Louisiana, Minnesota, Florida, Missouri, Utah. 

Now if we break that down, there are 12 States out of these 18 
represented that would be considered deficit areas, as far as feed 
grains are concerned, and would be interested traditionally in the 
cheap feed grain philosophy. 

Now, there are six representatives on this 18-man group that would 
normally represent the areas that produce the feed grains. It 1s 
rather interesting in their biographies—and I will present this to the 
committee, which is a study of each gentleman’s biography. 
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(The document referred to is as follows:) 


U.S. DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
March 1959. 


THe NATIONAL AGRICULTURAL ADVISORY COMMISSION 


On July 20, 1953, President Dwight D. Eisenhower issued an Executive order 
establishing on a permanent basis the National Agricultural Advisory Commis- 
sion. The order requires that the Commission have 18 members, not more than 
9 of whom shall be members of any one political party, and that at least 12 be 
representative farmers from the several geographic sections of the United States. 
The Commission meets at the call of the Secretary of Agriculture at least once 
during each quarter of each calendar year. 

Purpose of the Commission, as stated in the President’s Executive order, is 
to: (1) Review the policies and administration of farm programs within the 
jurisdiction of the Department of Agriculture, or any part of such policies and 
administration, and such related matters as the Secretary shall determine, and 
(2) advise the Secretary in regard thereto. (The new Commission replaced the 
14-man interim agricultural advisory committee which met with the Secretary 
of Agriculture in an advisory capacity several times following its appointment in 
December 1952.) 

As of November 24, 1953, all 18 members of the Commission had been ap- 
pointed. Six were to serve until January 31, 1955, six to serve until January 
31, 1956, and six to serve until January 31, 1957. William I. Myers, dean of the 
College of Agriculture at Cornell, was named by President Eisenhower to be 
Chairman of the Commission. 

Present members of the Commission (six to serve until January 31, 1960, 
six until January 31, 1961, and six until January 31, 1962) and a brief bio- 
graphical sketch about each of them follow : 

To serve until January 51, 1960: 

William I. Myers, Ithaca, N.Y. (chairman) 

Mr. Myers has devoted nearly all of his life to agriculture, as teacher, research 
worker, administrator, and farm operator. He was born on a farm near Low- 
man, N.Y., and spent the early years of his life there. He graduated from Cornell 
University in 1914. In 1920 was appointed professor of farm finance and in 1938 
he became head of Cornell’s Department of Agricultural Economics. Since 1943 
he has been dean of the College of Agriculture. For more than 30 years Mr. 
Myers has lived on and operated his 78-acre farm near Ithaca, N.Y., where he 
specializes in production of eggs. 

From 1933 to 1988 Mr. Myers was on leave of absence from Cornell to serve 
as Governor of the Farm Credit Administration. He had much to do with draw- 
ing up legislation creating the FCA and in establishing the regional offices now 
operating in the 12 farm credit districts. He has also served as a member of 
several State and National commissions concerned with agricultural problems. 

Mr. Myers is a trustee or director of several philanthropic foundations and 
business corporations. 

On October 22, 1953, the President named Mr. Myers to serve as Chairman of 
the National Agricultural Advisory Commission. 


George D. Bailey, Rochester, Vt. 


Mr. Bailey is the owner of 500 acres of farmland. Until recently his farming 
operations covered 1,100 acres of land, including about 130 tillable acres, with 
85 head of registered Holsteins and a small sugar operation—about 700 buckets. 
He has served as president of the Vermont Holstein Club, and as director of the 
New England Holstein Friesian Association. He began farming in 1914 and has 
devoted a great deal of time and effort to marketing milk and dairy products in 
New England markets. 

Since 1934 he has been president of the Bethel Cooperative Creamery. He is 
past president and now is director of the Windsor County Farmers Exchange, 
trustee of the Gifford Memorial Hospital in Randolph, Vt., director of the 
— White River Bank in Bethel, Vt., and a selectman in his home town of 

ester. 

Mr. Bailey was a member of the Vermont State Agricultural Conservation 
Committee from 1936 to 1945, serving as chairman from 1941 to 1945. 
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Tom Hitch, Columbia, Tenn. 


Mr. Hitch operates a 650-acre farm where he specializes in grazing and feeding 
of beef cattle. He also has been active in tobacco production and marketing ip 
Tennessee. He has served as a member of the Tobacco Advisory Committee 
under the Research and Marketing Act of 1946. 

Mr. Hitch is president of the Tennessee Farm Bureau Federation and a dele. 
gate member of the National Cotton Council for Tennessee and Kentucky, ang 
a member of the board of directors of the American Farm Bureau Federation, 

He is a member of the board of directors for the Tennessee Farmers Coopera- 
tive, the Tennessee Producers Livestock Marketing Association, the Tenneggee 
State Board of Agriculture, and the Southern Farm Bureau Life Insurance Qo, 
He is also president of the Tennessee Farmers Mutual Insurance Co. and the Tep. 
nessee Rural Health Improvement Association. 


Albert K. Mitchell, Albert, N. Mez. 


Mr. Mitchell long has been directly interested in problems of the livestock 
industry, particularly the marketing phases of it. He owns large ranching 
interests near Albert, N. Mex. He is a member of the New Mexico Cattle 
Growers Association and has served as president of the American National Live. 
stock Association, as director of the National Livestock and Meat Board, and 
asa member of the New Mexico Cattle Sanitary Board. 

Since its inception in 1947, Mr. Mitchell has been chairman of the Industry 
Advisory Committee on Foot and Mouth Disease. He has also been a member 
of the board of directors of the Commodity Credit Corporation and of the USDA 
National Agricultural Mobilization Board, and has served several terms as a 
member of the Federal Reserve Board, Denver Branch. He was one of the 
original members of the 11-man National Agricultural Research Policy Commit- 
tee which was established under the Research and Marketing Act of 1946. 

Mr. Mitchell is past president of the American Hereford Association and the 
American Quarter Horse Association. 


Jesse W. Tapp, Los Angeles, Calif. 


Mr. Tapp is chairman, board of directors of the Bank of America in Los 
Angeles. He is a native of Corydon, Ky. An agricultural economist, Mr. Tapp 
has wide experience with agricultural programs and enterprises. He holds a 
B.S. degree in Agriculture from the University of Kentucky, an M.S. in agricul- 
tural economics from the University of Wisconsin, and has done graduate work 
at Harvard University. 

Mr. Tapp worked with the U.S. Department of Agriculture as an agricultural 
economist from 1920 to 1928, then as an economist with the National Investors 
Corp. until 1933. After that he became President and Director of the Federal 
Surplus Commodities Corporation and a member of the Board or Directors of 
the Federal Crop Insurance Corporation and the Commodity Credit Corporation. 

In 1939 Mr. Tapp became vice president of the Bank of America in San Fran- 
cisco. This service was interrupted while he served briefly in the War Food 
Administration in 1943, and then as president of Axton-Fisher Tobacco Co. in 
Louisville, Ky., until 1945. Mr. Tapp was a member of the USDA Foreign Agri- 
cultural Trade Policy Advisory Committee under the Research and Marketing 
Act from 1947 through 1952. He served as a member of the President’s Citizen 
Advisers on the Mutual Security Program in 1956-57, and of the Commission on 
Foreign Economic Policy in 1945-55. Mr. Tapp is a member of the American 
Farm Economic Association, and the Academy of Political Science. 

Alwin Wiese, Eagle Lake, Tea. 

Mr. Wiese was born in Lissie, Wharton County, Tex., and moved to Eagle 
Lake, Tex., in 1941. 

Reared on a rice farm, Mr. Wiese began his own operations in 1938. His 
farming was interrupted in 1942 when he was called in the armed services. 
Separated from service in October 1945, he resumed farming and now farms 360 
acres of rice. 

Mr. Wiese is a member and past director of the Eagle Lake Division of the 
American Rice Growers Cooperative Association, and is serving his third term 
on the Eagle Lake City Council. 
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To serve until January 31, 1961: 
Roswell H. Anderson, Wibaus, Mont. 


Mr. Anderson has been active in farm programs for more than 20 years. He 
was a community, county, and State committeeman in the old AAA organiza- 
tion (now Agricultural Stabilization and Conservation Service) serving as 
chairman of the community committee in 1933. He was a farm supervisor in 
1936, and a farmer fieldman from 1941 to April 1943, when he resigned to give 
full time to his farming operations. 

He now farms about 780 acres, with about 475 acres in crops. He produces 
wheat, corn, and grass seed. He has a herd of 35 head of beef cattle. 

Mr. Anderson is president of the Wibaux Co-op Elevator Co., and has served 
on the company’s board of directors for 12 years. 

He was a member of the Montana State Senate in 1957 and 1959. Mr. Ander- 
son has served for 3 years on both the board of directors of the Wibaux County 
Soil Conservation District and on the Advisory Committee for the Eastern Mon- 
tana Branch Experiment Station at Sidney. 


Robert K. Buck, Dallas County, Iowa 


Mr. Buck operates an 800-acre grain and livestock farm near Waukee, Iowa. 
After World War II service in the Navy he worked 2 years in the Agricultural 
Department of the Tennessee Valley Authority. He started farming in 1948. 

Before the war he was a farm management specialist for Iowa State College 
and the Farmers Home Administration. He received B.S. and M.S. degrees 
from Iowa State. 

Mr. Buck is a member of the board of trustees of the Iowa State College Agri- 
cultural Foundation, a member of USDA’s Production Economics Advisory Com- 
mittee, and a member of the Livestock Committee of the Iowa Farm Bureau 
Federation. He also is on the Agricultural Committee of the National Planning 
Association, and wrote their report, “Beginning Farmers—A Vulnerable Group 
in American Agriculture.” 

He is a member of the Dallas County Farm Bureau Board. 


Arthur B. Evans, Cedarville, Ohio 


Mr. Evans specializes in the breeding of purebred Hampshire hogs and pure- 
bred Angus cattle. He also does general farming on his approximately 800 acres, 
including the production of corn, wheat, oats, and clover. 

He is president of the Ohio Republican Farm Council, president of the Ohio 
Swine Improvement Association, executive vice president of the Farmers & 
Traders Bank, Jamestown, Ohio, past president of the Ohio Hampshire Breeders 
Association, member of the livestock division of the Ohio State University 
Eeonomics Planning Board, former member of the Green County Chamber of 
Commerce, president of the National Hampshire Swine Record Association, a 
former member of the State board of agriculture, honorary member of the Future 
Farmers of America, active in 4H Club work, and has been elected to the 


Ohio State University Hall of Fame, and to “The Honor Society of Agriculture,” 
Gamma Sigma Delta. 


Arthur C. Lawrence, Apex, N.C. 


Mr. Lawrence was born in Wake County, N.C., on his parents’ farm, which 
he now owns and operates. On 157 acres he produces Flue-cured tobacco, corn, 
wheat, oats, and pine timber. Graduated from Wake Forest College in 1928 with 
an LL.B. degree, he has been farming ever since. 

Mr. Lawrence is master of the Olive Chapel (N.C.) Grange, a member of the 
North Carolina State Grange Tobacco Committee, a member of the National 
Grange Special Tobacco Committee, chairman of the Agricultural Policy Com- 
mittee of the North Carolina State Grange, and represents the North Carolina 
State Grange on the North Carolina State Rural Development Committee. He is 
amember of the Board of Directors of Tobacco Associates, and is Grange repre- 
sentative on the North Carolina United Forces for Education. 

He has been active in farm program administration since 1934, and now is 
serving as chairman of his county agricultural, stabilization and conservation 
committee, a position he has held for several years. 


Hassil Bli Schenck, Boone County, Ind. 
Mr. Schenck owns a tenant-operated 210-acre farm, specializing in meat type 
hogs and feeder cattle. He has farmed since 1916, and has served on directorates 


of industrial, purchasing, marketing, and financing farm cooperatives since 1935. 
From 1937 to 1957 Mr. Schenck was a director of the American Farm Bureau 
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Federation. The last 10 years he was a member of the executive committee. He 
served as president of the Indiana Farm Bureau from 1936 to 1957. He was algo 
president of the Indiana Farm Bureau Insurance Cos. during this period, 

Mr. Schenck was a U.S. representative to the Inter-American Conference on 
Agriculture in 1945 at Caracas, Venezuela. He represented the American Farm 
Bureau Federation at International Federation of Agricultural Producers Con- 
ferences in Holland in 1947, Canada in 1950, and at Purdue University in 1957 
when the general farm organizations of the United States were hosts. 

Forrest Stamper, Plainville, Kans. 

Mr. Stamper grows wheat and raises cattle on a 3,600-acre farm which he op- 
erates with his brother. He has farmed in the Plainville area of western Kansas 
since 1921. 

He served in the Kansas State Legislature for 14 years, from 1939 to 1947 
in the house and from 1949 to 1953 in the senate. 

A native of Plainville, he attended Kansas Wesleyan University. 

Mr. Stamper is vice president of the Stockton Bank at Stockton, Kans. He 
is a member of the Rooks County Farm Bureau and has served on its board of 
directors. 

To serve until January 31, 1962: 


Harry J. Beernink, Seattle, Wash. 


Mr. Beernink was born in Beaver Dam, Wis., and moved to Lynden, Whatcom 
County, Wash., when a child. He was reared on a poultry farm, and his stock 
made records in national egg-laying contests. 

In 1917 he helped organize and was a charter member of the Washington Co- 
operative Egg and Poultry Association (renamed Washington (Co-operative 
Farmers Association in 1945). During the early years of the association, he was 
a trustee and vice president. In 1920 he resigned from the board to serve ag 
manager of the Lynden branch. In 1928 he was transferred to Seattle to serve 
as assistant general manager, being promoted to general manager in 1936, in 
which capacity he has since served. 

In 1936 Mr. Beernink was awarded the “Certificate of Merit” by Washington 
State College for his contribution to agriculture. During World War II he 
served on three War Production Board advisory committees and on the Selective 
Service Appeal Board No. 3, Seattle, representing agriculture. In 1958 he was 
awarded the honorary State farmer degree by the Washington State Association 
of Future Farmers of America for rendering outstanding service in the advance- 
ment of vocational agriculture and FFA. 

Mr. Beernink is a past president of the National Council of Farmer Coopera- 
tives. Herepresented the council at the International Federation of Agricultural 
Producers at Paris, France, in 1948, at Guelph, Canada, in 1949, at Purdue 
University, Lafayette, Ind., in 1957, and at Brussels, Belgium, in 1958. He is 
also trustee and vice president of the American Institute of Cooperation, trustee 
of the Seattle Chamber of Commerce and a director of the Association of Wash- 
ington Industries. 


W. Aubrey Calloway, Bosco, La. 

Mr. Calloway owns and operates a 1,600-acre farm in Ouachita Parish, La. 

Approximately 600 acres of this is pastureland. Since 1930 he has engaged in 
diversified farming consisting of cotton, corn, small grains, cattle, and hogs. 
His cattle consist of a commercial Hereford herd and a registered Angus herd. 
A small herd of registered Herefords was added in 1956, and a herd of registered 
Hampshire hogs in 1957. 

He also owns and operates a cotton gin, a feed mill, a seed (field) grading 
plant, and a general store. From 1925 to 1930 he was engaged in rice and dairy 
farming. 

Mr. Calloway is a member of the Louisiana Crop Improvement Association and 
Louisiana Cotton Breeders Association. He served as chairman of the Federal 
Farm Security Administration County Committee for two 3-year terms, and for 
4 years was president of the Louisiana Hybrid Seed Corn Association. 


O. B. Jesness, St. Paul, Minn. 


Mr. Jesness was born on the homestead of his parents in Stevens County, 
Minn., February 4, 1889. He was head of the Department of Agricultural 
Economics, University of Minnesota, from 1928 until his retirement on July 1, 
1957. From 1920 to 1928 he was head of the Department of Markets and Rural 
Finance, University of Kentucky. From 1915 to 1920 he was on the staff of the 
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U.S. Department of Agriculture in Washington, D.C. Mr. Jesness has given 
major attention to problems of agricultural policy in his teaching, research, 
and public service activities. 

He is a director and deputy chairman of the board of the Federal Reserve 
Bank, Minneapolis; and a director of Green Giant Co., Le Sueur, Minn. ; and the 
first public director of the Minneapolis Grain Exchange. He is a member of the 
advisory council, Agricultural Commission, American Bankers Association. He 
served as a consultant to the Commission on Foreign Economic Policy. He is a 
graduate of the University of Minnesota with degrees of B.S.A., M.S., and Ph. D. 


James J. Love, Quincy, Fla. 


Mr. Love owns and operates an 800-acre farm producing shade-grown tobacco, 
general feed crops, and grazing and feeding steers. About a third of the farm 

in timber. 
r He is chairman of the Florida Board of Control (of institutions of higher 
learning and agricultural experiment stations in the State), a member of the 
State plant board, and director of Winn Dixie Stores, a southeastern food chain. 
He is past president and a member of the executive committee, Georgia-Florida 
Shade Tobacco Growers Association, and was chairman of the Florida Committee 
of the Agricultural Adjustment Administration and its successor agencies from 
1936 to 1952. He is chairman of the board of the Quincy State Bank. 

Mr. Love was bornin 1898. Heis a graduate of Davidson College. 


Flint McRoberts, Monticello, Mo. 


Mr. McRoberts owns and operates a 700-acre livestock and grain farm which 
has been in the family about 100 years. The principal farm enterprise is fatten- 
ing cattle, and the main crops are corn and pasture. 

He has served as a director in the following organizations: Missouri Livestock 
Association, Advisory Council of the University of Missouri College of Agricul- 
ture, the county farm bureau, and the consolidated school district. In World 
War II he served with the Army. 

Mr. McRoberts was born in 1915. He is a graduate of the University of 
Missouri, with degrees of B.S. in Agriculture, M.S., and Ph. D. 


Merrill N. Warnick, Pleasant Grove, Utah 


Mr. Warnick, who is a native of Pleasant Grove, has been a progressive dairy 
farmer and Holstein breeder for many years, and has been active in local breed 
and agricultural associations. At present he operates a dairy herd of 100 cows. 
He helped organize the Utah State Dairy Federation—now the American Dairy 
Association of Utah—and served as its vice president for 2 years, and its 
president for 16 years. 

He is immediate past president of the American Dairy Association, having 
held this post for 4 years, and before that was a member of the executive com- 
mittee for 10 years. 

Mr. Warnick is a director of the local cooperative milk producers association, 
and a member of the American Farm Bureau Federation. He is a past director 
of the board of the Holstein-Friesian Association of America, and has received 
the association’s progressive breeders registry award. 

He served for 8 years as a member of the board of trustees of Utah State 
Agricultural College at Logan, and in 1953 received the dairy achievement award 
at the college’s annual dairy short course. He served 7 years as a director of 
the Utah State Fair Board. Wearer of the 4-H Club‘s diamond clover, presented 
for 20 years of club leadership, Mr. Warnick organized the first purebred 4-H 
dairy club in Utah County. 


Mr. Casper. We find the gentleman from Ohio happens to be a 
member of the Ohio Republican Farm Council. The other five mem- 
bers representing the Midwest are all members of the American Farm 
Bureau Federation, who just happened to have been promoting iden- 
tical policies of the administration. I think the important thing to 
point out here is that there is no representation that I can see here of 
any view other than what the administration has been espousing for 
some time. 








1010 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


It would surprise me a great deal if any policy other than the poli- 
cies which we have, which do produce cheap grains and feeds, could 
come from a group such as this. I think that completes my state. 
ment. If there are any questions I would be glad to answer them. 

Mr. Founrarn. Thank you very much, Mr. Casper. We are very 
happy to have you with us. I do not know whose congressional dis. 
trict you live n—— 

Mr. Smrrn. As a matter of fact, he happens to live in mine. 

Mr. Fountarn. I was going to say that you benefit, since you are 
from the same State as Congressman Smith, he is doing such a won- 
derful job in the Congress, and reflecting credit not only on himself 
but the people he represents. Mr. Langen is from a nearby area, and 
I think I can very conscientiously say the same thing about him. He 
is doing an excellent job. He has been most cooperative on this com- 
mittee, and it is nice when you have problems of this kind, hearings 
= this kind, to have two men who have the backgrounds which they 

ave. 

Mr. Casper. I appreciate that, And I know the work of this com- 
mittee was very well received in the State of Iowa when you had 
hearings. It was conducted well and received well by everyone con- 
cerned. 

Mr. Founratn. Thank you. 

Mr. Smrru. I might say for the record here that Mr. Casper is a 
farmer, an actual farmer in Madison County, and that I am sure that 
he has experienced from year to year for a good many years the opera- 
tion of these programs at the farmer’s level, and I think, I take with 
a good deal of credence what he has to say about the operation of the 
programs, because I know he remembers it from personal experience. 

Mr. Fountarn. Mr. Langen. 

Mr. Laneen. One observation, Mr. Chairman, and I again want to 
compliment his statement today, as well as the one when we were in 
Des Moines, Iowa. It might be of interest to you to know after the 
meeting was over in Iowa, I was looking for you and wanted to have 
a little visit with you after it was over. Some way or another that 
didn’t come about. May I say at this time that if you have occasion 
to call at my office, I would like to have the opportunity of visiting 
with you. 

Mr. Casrer. Thank you. 

Mr. Fountatn. Any other questions? 

Mrs. Dwyer. No. 

Mr. Founrarn. The committee stands recessed until Monday morn- 
ing at 10 o’clock. 

(Whereupon, at 1:40 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Monday, February 1, 1960.) 
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INVESTIGATION OF THE COMMODITY CREDIT 
CORPORATION 


Part [1]—Price Support and Storage Aetivities 


MONDAY, FEBRUARY 1, 1960 


Hovst oF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10:15 a.m., Hon. L. H. Fountain (chair- 
man of the subcommittee) presiding. 

Present: Representatives L. H. Fountain, Neal Smith, Florence P. 
Dwyer, and Odin Langen. 

Also present: James R. Naughton, subcommittee counsel. 

Mr. Fountatn. Let the subcommittee come to order, and the record 
show that a quorum is present. 

Today’s hearing on the subject of grain storage activities of the 
Commodity Credit Corporation is being held by the subcommittee in 
carrying out the responsibilities assigned to it for inquiring into the 
economy and efficiency of Government operations. The subcommit- 
tee’s investigation was begun last year and hearings were held in Des 
Moines, Iowa, last year and here in Washington last week. 

As you know, the Senate Agriculture Committee is also conducting 
an inquiry into CCC grain storage activities. In view of the vast 
sums of money being expended for grain storage, and in the hope of 
substantial savings through increased economy and efficiency, I think 
that interest on the part of both Houses of Congress is certainly appro- 
priate and justified. 

I might add that it is my understanding that, for the most part, the 
Senate investigation has concentrated on somewhat different aspects 
of the storage situation than has our own inquiry, although from 
necessity there may be occasional duplications. 

The taxpayers are certainly entitled to expect economy and efficiency 
from the Congress as well as the administrative agencies, and I would 
like to note for the record at this time the subcommittee has made 
and will continue to make every effort to coordinate its activities with 
those of the Senate committee in order to avoid any unnecessary dupli- 
cation of effort. I am confident that the Senate shares our feelings ir 
this respect. 
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We are pleased to have with us the same witnesses we had when we 
recessed our hearings last week. 

I believe, Mr. Palmby, you only read a portion of your prepared 
statement. So if you would care to, you may now finish that statement, 


STATEMENT OF CLARENCE PALMBY, ASSOCIATE ADMINISTRA. 
TOR, COMMODITY STABILIZATION SERVICE; ACCOMPANIED By 
HOWARD PICKARD, OFFICE OF THE GENERAL COUNSEL; AND 
W. E. UNDERHILL, ASSISTANT TO THE DEPUTY ADMINISTRATOR 
FOR PRICE SUPPORT 


Mr. Patmpy. Thank you, Mr. Chairman. 

Since about 80 percent of our storage costs are incurred under con- 
tracts with some 10,000 warehousemen who have signed uniform grain 
storage agreements with Commodity Credit Corporation this UGSA 
is a most important document. The agreement was first drafted and 
put into operation in 1940 when CCC first began to acquire substantial 
stocks of grain in public elevators. Those in charge of the grain pro- 
gram determined that it was not feasible to attempt to store grain ona 
large scale in thousands of elevators under the provisions of ware- 
house tariffs. Rates established under State warehouse commissions 
and similar regulatory bodies varied widely from State to State and 
frequently varied from warehouse to warehouse within a State. Also, 
the responsibilities of the warehouseman varied from State to State 
and in most cases the tariffs were drawn so that the warehouseman, 
unless he was negligent, was not responsible for loss in grade or spoil- 
age of the grain. Rates were not regulated in some States and in some 
others could be changed at will by the warehouseman unless the regu- 
latory body took affirmative action to disapprove his charge. 

I don’t believe that anyone who has served in the Commodity Credit 
Corporation has ever had cause to regret the drafting and utilization 
of a uniform grain storage agreement. It is my considered judg- 
ment that if we abandoned the UGSA and reverted to individual 
warehouse tariffs we would bring on much confusion, create very 
difficult operating problems for ourselves, and effect no overall sav- 
ings in warehouse and storage costs. 

Late in 1957 CCC made a State-by-State comparison of warehouse 
charges under UGSA and State tariffs. Seven States have higher 
rates than the UGSA and included in this list are the heavy grain 

roducing States of Illinois, Iowa, Missouri, and Nebraska. Eight 

tates have lower rates, and this list also includes heavy grain-pro- 
ducing States such as Minnesota, Montana, North and South Dakota, 
and Oregon. In South Dakota, however, State rates are higher than 
UGSA for oats and corn but lower for barley wheat, and flaxseed. 
For South Dakota as well as my home State of Minnesota the average 
difference between State regulated rates and UGSA rates is less than 


21% percent. 
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In making any realistic comparison between UGSA and State rates 
it is important to keep in mind the difference in the services per- 
formed by and the responsibilities of the warehouseman under the two 
types of agreements. In California State rates are less than half 
TESA rates but under tariffs issued under State authority the ware- 
houseman does little more than rent space to the grain depositor. He 
makes an extra charge for turning the grain or for fumigating it or 
for loading it into rail cars. He is not responsible for shrinkage or 
spoilage nor is he required to insure the grain. Furt her, these charges 
are on an annual basis so that if the grain remains in storage only a 
few days or months the annual charge must be paid. When these im- 
portant differences are ta ken into account the difference in cost of stor- 
age under warehouse tariffs in California and the UGSA becomes 
much less. ' ' 

If your committee is agreeable I would like to include at this point 
as part of my statement the results of the study we made of the com- 

arative costs of grain storage under State regulated tariffs and the 
UGSA. 

Mr. Founrarn. We would be happy to have you to do, if you care to. 

Mr. Patmey. Thank you. 

This material is too uigticy to read and will occupy some 24 pages 
in the record, but it would be well worthwhile, I think, as it would 
make readily available a comparison of the costs in each of the 48 
States covered by the survey. 

Mr. Fountain. Is that the same material you put in the hearings of 
the House Agriculture Committee ? 

Mr. UnverHILL. Yes, sir, the same material. 

(The documents referred to are as follows :) 


Strate Rates VERSUS 1956 UGSA Rates ror HANDLING AND STORING OF TRUCK- 
RECEIVED GRAIN 


Late in 1957 CCC obtained information relative to the prevailing rates paid 
for the handling and storage of truck-received grain in all 48 States. Such infor- 
mation was compared with the rates paid under the 1956 Uniform Grain Storage 
Agreement and showed the following: 


States with higher annual rates: States with lower interest rates: 
Arizona California 
Illinois Idaho 
Iowa Minnesota 
Missouri Montana 
Nebraska North Dakota 
Utah South Dakota 
Wyoming Oregon 
Washington 


Rates in all other States are the same as those paid under the Uniform Grain 
Storage Agreement or are not controlled by State regulatory bodies. 
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The following table provides a comparison of State and Uniform Grain Storage 
Agreement rates assessed at public warehouses on an annual basis for the hap. 
dling and storing of grain in each of the States. The promulgation and adminis. 
tration of the rules and regulations governing the operations of Statelicenseg 
grain warehouses vary considerably between States. In like manner rates for 
services rendered by warehousemen operating under State authority are estap. 
lished in several different ways as is noted under the comments relative to each 
State. Under certain conditions the commercial rates may appear more desirable 
than those in effect under the current Uniform Grain Storage Agreement. How. 
ever, it is to be noted the requirements and responsibilities of the warehousemen 
approved under the UGSA not only demand of him the furnishing and mainte 
nance of comprehensive records and reports but the obligation to maintain the 
condition of the stocks handled and stored in the approved warehouse. Further 
under commercial tariffs the warehouseman is generally required only to provide 
storage space and to exercise due care while under the Uniform Grain Storage 
Agreement the warehouseman is a full guarantor of quality and quantity and as 
such is liable for any shortage or deterioration. Thus, the warehouseman ap- 
proved under the UGSA is required to provide many services and to assume 
many liabilities not imposed under State laws and regulations. 


Comparison of State rates and 1956 UGSA rates for handling and storing of truck-received grain 
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INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1039 


Mr. Patmpy. As I mentioned a few minutes ago the first Uniform 
Grain Storage Agreement was drafted in 1940. I would like at this 

int to review briefly the history of the agreement since that time. 

he agreement was revised in part or in total in 1942, 1946, 1950, 1952, 
1954, and 1956. Storage rates were changed in each of the above 
years except 1950 as well as in 1948 and 1949. Each change in rates 
except the last one in 1956 was an increase. The change in 1956 re- 
sulted in an overall cut of about 5 percent when grain remained in 
storage for a year or longer and an increase of about this amount 
when it was in store for less than 1 year. 

If the committee wishes, we can supply for the record at this point 
tables giving the rates for each setbed Ter each grain. 

Mr. Fountarn. We would be glad to have that. 

Mr. Patmsy. Fine; we will supply that. 

(The material referred to is as follows :) 
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Annual earnings for barley under uniform grain storage agreements 


[Cents per bushel] 
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Mr. Patsy. Contrary to the impression of many people, the Uni- 
form Grain Storage Agreement has never obligated the CCC to store 
in with a warehouseman nor has it obligated the warehouse- 
any gra ; ane : 
man to accept any grain from CCC. It merely sets forth the rights 
and obligations of the parties and the rates of compensation that will 
prevail if grain is tendered to the warehouseman by CCC which he 
accepts. 

There have been times, however, when CCC in order to induce ex- 
pansion of storage did enter into agreements with warehousemen 
under which they were guaranteed if they would construct new facil- 
ities 75 percent of occupancy for 3 years and 40 percent for the next 
2 years, or 60 percent occupancy for 5 years, or 50 percent occupancy 
for 6 years. We have not entered into such contracts since 1954. 

We feel that the program was very successful as some 190 million 
bushels of elevator space was erected in areas where it was badly 
needed. The total amount paid by CCC to make good on its guarantee 
as of December 31, 1959, was $227,773.79. This is slightly more than 
one-tenth of a cent for each bushel of space erected. 

Now a word about the procedure followed in renegotiating the 
agreement. Each of the several contract or rate renegotiations was 
accomplished only after lengthy deliberation and many bargainin 
sessions between members of the grain trade and representatives o 
OCC. Representing the grain trade at such negotiations were com- 
mittees named by the industry to act for country warehousemen, ter- 
minal warehousemen, and cooperatives. Participating on behalf of 
OCC were personnel from the Washington office, the CSS Commodity 
Offices, and some of the ASC State offices. 

Extensive preliminary work was performed by CCC Washington 
personnel before any negotiation took place with the trade. New 
provisions which we deemed necessary to protect CCC’s interest were 
developed for discussion with trade representatives. 

Whenever it was decided that the contract or the schedule of rates 
should be renegotiated, we submitted our proposed changes to the CSS 
Commodity Offices. We also solicited from these offices any sugges- 
tions, comments, or recommendations they wished to offer on the 
existing agreement and rates or on our proposed changes in such agree- 
ment and rates. Information received from these sources was care- 
fully evaluated, and the pertinent parts consolidated with our mate- 
rial into a draft of a revised agreement and schedule of rates. This 
initial draft was reviewed at a meeting with field office personnel. 
Suggestions for changes or correction therein, which were forthcom- 
ing at such time, were incorporated and a second draft of the agree- 
ment and rates prepared. 

Proposals embodying the recommendations of CCC Washington 
and field office personnel were tendered to members of the committee 
who had been designated to serve as negotiators for the industry. A 
meeting was scheduled with such committees for the purpose of dis- 
cussing CCC’s proposals and to receive any proposals which the trade 
wished to advance. Since this was the original meeting between 
representatives of CCC and the trade, it was not anticipated by either 


of the parties that full agreement would be reached on all matters 
presented for discussion. 


64140—61— pt. 3——17 
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Following the initial meeting both parties devoted further study to 
the issues in question and prepared new proposals reflecting provisions 
and rates which they deemed to be necessary to the protection of their 
interests. These proposals were exchanged, and the date for a subse. 
quent meeting established. Every effort was made at such subsequent 
session to resolve any differences existing between the two parties, but 
experience has demonstrated that complete success was usually not 
achieved at that time. As a result, further meetings were necessary 
usually held a month apart. Additional draft copies of the revised 
agreement and rates were prepared following such discussion, 

After two or three such sessions, a meeting was held which was open 
to anyone in the grain trade who cared to attend. Notice of such 
meeting was given by means of a general press release issued from 
Washington. Persons in attendance were afforded the opportunity to 
present their views on any matters regarding the subjects under dis- 
cussion. In recent years representatives from allied industries such as 
the railroads, trucklines, and so forth, also have been present and, in 
some cases, have participated. 

After the meeting with members of the industry at large, a final 
session was arranged with the respective trade committees. All pro- 
posed contractual changes and rate revisions were reviewed in their 
entirety at such time, and attempts were made to reach mutual agree- 
ment on all of the issues still unresolved. 

After concluding the meetings with the industry, which may or may 
not have produced mutual agreement on all points, the proposed 
agreement was prepared for submission to the CCC Board of Diree- 
tors. If the CCC Board approved, the revised agreement and rates 
were printed in final form, and a supply thereof sent to the CSS com- 
modity offices for submission to warehousemen. 

Experience with past agreements indicates it takes approximately 
7 months from the time negotiations are initially begun with the trade 
until they are finally concluded. 

In the rate renegotiations, CCC has had available to it cost indexes 
of several major items that enter into or are related in some way to 
storage costs. These indexes are wages in wholesale industries, com- 
posite cost of construction, cost of steel per pound for crude and semi- 
manufactured, gas and electricity consumer price index, and wholesale 
price of motor vehicles. The rates of payments for storage have in- 
creased less than have these indexes with the sole exception of consum- 
er price for gas and electricity. The three major factors that enter 
into the cost of carrying our inventory of grain are storage, trans- 
portation, and interest. The increase in storage rates on a percentage 
basis has been far less than the increase in transportation and in- 
terest rates. 

The record will show that from 1940 to 1952 the rates of payment 
for loading a bushel of wheat into an elevator, storing it for 1 year, 
and loading it out at the end of the year increased 98 percent and for 
a bushel of corn they increased 71 percent. Under this administration 
since 1952 these rates have increased 12 percent for wheat and a 
cent for corn. The statement I am now making is very important 1f we 

are to get the true picture of when the rate increases took place. _ 

I have absolutely no criticism for those increases in rates which 
took place before Mr. Benson became associated with the Department 
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of Agriculture, but I do point with considerable pride to the fact 
that on a percentage basis for wheat our increase has been one-eighth 
of that that took place before 1953 and for corn it has been less than 
one-third. 

In the several years that I have been in Washington I cannot re- 
call any other topic on which so much misinformation has appeared 
in print as on this subject of increase in storage rates. It is com- 
pletely erroneous to conclude that anyone now serving in a responsible 

osition in the Department of Agriculture is responsible for any big 
increase in storage rates. 

Now to another aspect of the situation. In spite of the fact that 
wheat storage rates have been increased only 12 percent in the past 
7 years and corn storage rates 22 percent in that same period of time 
we do have considerable evidence which indicates that the present 
rates can be reduced. No one in the Department of Agriculture wants 
to pay any more than is fair and this may seem like a strange state- 
ment, but I believe the established elements in the grain trade do not 
want the rates too high either. They do not want to see plant capacity 
expanded too much; they do not want to have too many newcomers 
attracted by tales of big profits. Accordingly, I am confident that 
when we complete the current renegotiation of the agreement we will 
have a document that is fair to all concerned. 

There has been a major improvement in grain storage technique 
over the past few years that should make it possible for warehouse- 
men to reduce rates. This comes about primarily in better methods 
of aerating grain in flat storage. Ten years ago many warehousemen 
were afraid to try to store corn or even grain sorghums over any 
extended period of time. Today the warehousemen who refuse to 
store these grains are few and far between. Costs of construction are, 
we believe, lower because the type of construction is different in that 
more flat storage is being built, much of it adjacent to and in con- 
junction with headhouses already erected. 

Also much of the grain storage industry has been able to operate 
at or near capacity most of the time during the past few years. Any 
industry operating at capacity should be profitable and this will have 
to be taken into account in our negotiations even though we would 
like to see some agricultural legislation materialize that would make 
it possible to reduce or eliminate our tremendous surpluses. 

Of the tremendous increase in our storage bill, less than 10 percent 
of this increase is due to increase in rates and more than 90 percent 
is due to buildup of inventories. 

I would like now to discuss the grain storage cost survey which 
we have underway to develop data for use in our current negotiations 
with the grain trade. 

The survey, preparations for which we were started by the De- 
partment more than a year ago, was carried out in the field last fall 
with the cooperation of the commercial grain storage industry. It 
is the most comprehensive storage cost survey ever undertaken by 
the Department. 

The results of detailed checks in 432 country and terminal ware- 
houses are being analyzed and tabulated by Department specialists. 
They are also being extended to reflect all available commercial grain 
storage space on a national basis. 
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The preliminary results of the study show that direct operatin 
storage costs for the great bulk of all available storage space, not in- 
cluding handling charges and indirect costs involved in storing grain 
such as quality deterioration, shrinkage, and return on capital invest. 
ment averaged from 5 cents to more than 21 cents a bushel for dif. 
ferent warehouse groups, on an annual basis. A small percentage of 
costs reported as above or below this range as well as some within 
the range apparently reflect unusual conditions which warrant fur- 
ther analysis. 

Some of the data obtained in the survey will undoubtedly be revised 
and refined further. If, for example, we find one element of costs 
grossly out of line we will look further into the matter in order to 
determine the reason for this unexpected result. 

It is important to note that only direct costs were included in the 
survey. The estimates do not include indirect costs such as quality 
deterioration, shrinkage or loss in weight of grain, and return on 
capital investment. Quality deterioration can be very expensive to 
a grain storage warehouseman as this committee well knows, not only 
from its investigation of the Burrus Mills case but also from the 
checks that the committee staff has made of claims we have asserted 
against warehousemen. More than one warehouseman has been bank- 
rupted by the spoilage of the grain in his warehouse. Such cases 
fortunately have been much rarer in recent years as methods of aerat- 
ing and conditioning grain have improved and our inspections of 
warehouses have been strengthened. 

The average direct operating cost of storing grain was shown by the 
survey to be 10.1 cents a bushel for country warehouses and 8.6 cents 
per bushel for terminal houses on an annual basis. The overall aver- 
age for both types was 9.5 cents a bushel direct operating costs, but 
omitting indirect costs and allowing no return for funds invested. 
A check of our data reveals that direct storage costs go up to about 
13.5 cents per bushel for elevators that would have to be included to 
cover 85 percent of the total commercial space which is available. In 
recent years the Government, farmers, and others have utilized a very 
high percentage of the space in elevators. The preliminary unrefined 
data we have does not indicate any very definite relationship between 
size and cost of storage for country warehouses. On the other Hand, 
for terminal houses which are usually quite large there appears to be 
a general relationship between size and cost of storage with the lowest 
cost incurred by the larger houses. 

There is, of course, as would be expected, a general relationship 
between the percentage of occupancy of the elevator and the cost of 
storing grain. For instance, for terminal elevators with an average 
occupancy of over 90 percent, cost averaged 8 cents per bushel but, for 
elevators having under 60 percent occupancy, the direct, cost of stor- 
age was more than 16 cents per bushel. We have some 24 tables 
which have been prepared summarizing various data which was ac- 
quired in connection with the grain cost survey. If it is the commit- 
tee’s desire these tables can be inserted in the record at this point. 

Mr. Fountatn. However you wish. If you have not finished your 
study of that, you can withhold it or submit it at this time, which- 
ever you wish to do. 

Mr. Patmpy. I think these are reasonably accurate enough. 
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Mr. Fountarn. If there is no objection, they will be admitted at 
this point. 
(The documents referred to are as follows :) 


PRELIMINARY TABLE 1.—Commercial grain storage survey of direct operational 
costs ’°—Summary of survey schedules by type of facility and rate area 





Number of schedules by rate area 
Type of facility | 



































Hr mainte 
Area I | Area II | Area III] AreaIV| Area V | Total 
| | 
———— SS eee 
, Country warehouses: 

I A. Usable schedule. - - ne 209 49 84 138 57 3 331 
ncn cduaienaénaaas daiaaaall Science oF Caxccrntages Eaneediadiamiatls 2 
©. Not surveyed_................ | 3 | i occu Oe 9 
D. Partial year operation... ...-. 2 2 18 2. Recugecasanaeil 29 
BE tint ndnihendidnemendann 6 12 12 2 1 33 
F. Total in survey....-.--- 60 | 100 170 70 4 | 404 

II. Terminal warehouses: " | f | ae cae 
A. Usable schedules. -............- | 14 6 47 32 2 101 
NEE Sits See dean ueadcwds ona focrdiwtackialabnnabaieage innsecmamiad tate acdeaiidamermaa aaa 
i 1 ue sie doe anisodipecnieteebateaencitaemnddudneio ianaalaediesiaasn ee 
D. Partial year operations_....__- a ial 7 I Bidhstenled 9 
Be CI once cree cccsceccccosc|oceessecee 7 7 | o Prestaasans 17 
F. Total in survey.....--.- 15 | 13 | 61 36 2 | 127 
| a | s eateaieameatilte 

Il. All warehouses: | 

A. Usable schedules._..........-- | 63 90 185 89 5 432 
SIDS: csc. ntliendib babi didbelhgsnincbwelhibinddtedtas kidd Ra bebails ate | ee Shahin tients 2 
> Tee GU WONG. non cnccccane 3 DS Uecitaemnae ho cheenee 9 
D. Partial year operation. -------| 3 25 25 | |, erases 38 
i a edie | 6 19 19 5 1 50 
F. Total in survey__......- 75 136 231 | 106 | 6 531 








1 This survey did not include indirect costs resulting from such unknown factors as guaranteed quality 
and quantity upon delivery by warehousemen, and return on capital investment. 
* Rejected because of incomplete data. 


PRELIMINARY TABLE 2.—Commercial grain storage survey of direct operational 
costs '—Average direct operational cost per bushel of storing grain for others 
by type of facility in the survey, expanded to U.S. totals 








Item Country Terminal All ware- 
warehouses | warehouses houses 
1, Number of facilities in United States 2._........-- number- - 9, 010 600 9, 610 
2. Number of facilities in sample used in analysis....--.-.do---- 331 101 432 
3. Percent of total U.S. facilities in sample-_-_-------.- percent-. 3.7 16.8 4.5 
4, Total capacity of all facilities in United States * 
thousand bushels 2, 153, 175 1, 484, 711 3, 637, 886 
5, Capacity available in all facilities for storing grain for 
es Cid. a dSadwains tind qcu wc seins 5 CRONE ROONE « 1, 682, 276 1, 128, 607 2, 810, 883 
6. Percent of total capacity available for storing grain for 
eee ia sb du i anebe means becibncen percent. - 78.1 76.0 77.3 
7. Total volume of grain stored for others. .thousand bushels- - 1, 299, 501 937, 004 2, 236, 595 
8. Percent occupancy of all space available for storing grain for 
el tin ocd a acipeaen meena mmeasesiemae ain percent-- 77.3 83.0 79. 6 
9. Total direct operational cost of storing grain for others | 
thousand dollars. - 131, 547 80, 487 212, 034 
10. Average direct operational cost per bushel for storing grain 
ena emake pad nicedaoaibdeanaunnduae cents- - 410.1 48.6 49.5 





P These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
vestment. 


4 Excluding facilities under CCC agreement to handle grain only. 

4 Capacity of facilities under item 1. 

‘ Represent only direct operational costs and do not include unknown costs resulting from such factors 
a8 guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 
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PRELIMINARY TABLE 2-A.—Commercial grain storage survey of direct operationa} 
costs '—Average cost per bushel for storing grain for others in country ware- 
houses, adjusted to eliminate the effect of rapid depreciation 


ee 


Cost of storing grain A verage cost per 




















for others bushel i 
Number | Cuantity of grain = strane 
Item of grain stored at 
facilities for others 
(bushels) Deprecia- 
Total tion 
(1) (2) (3) (4) (5) 
1. Totals all warehouses reporting. 331 50, 467, 598 | $5, 108, 425 | $1, 709, 291 10.1 | 3.4 
2. Totals warehouses reporting | : 
normal depreciation. __.-.--- 228 | 26, 065,578 | 2, 358, 397 528, 422 9.0 2.0 
3. Totals warehouses reporting | r 
rapid depreciation: | | 
(1) Before adjustment to 
a el 103 24, 402,020 | 2,750,028 1, 180, 849 11.3 48 
(0) After adjustment to - 
_. | oe re 103 24, 402, 020 2, 036, 179 | 473, 029 | 8.3 | 1.9 
4. Totals all warehouses based 4 
on normal depreciation. ._---- 331 50, 467, 598 | 4, 394, 576 | 1, 001, 451 | 8.7 | 2.0 
| | 





1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
investment. 


PRELIMINARY TABLE 2-B.—Commercial grain storage survey of direct operational 
costs \—Average cost per bushel for storing grain for others in terminal ware- 
houses, adjusted to eliminate the effect of rapid depreciation 

















Cost of storing grain Average cost per 
for others bushel for storing 
Number | Quantity of grain for others 
of grain stored 
facilities for others 
(bushels) Deprecia- 
tion 























(2) (3) (5) 
1. Totals all warehouses reporting. 101 168, 614, 901 |$14, 483, 784 | $2, 602, $49 
2. Totals warehouses reporting 
normal depreciation........-.. 78 111, 530, 966 | 9, 234, 230 1, 026, 802 
3. Totals warehouses reporting 
rapid depreciation: 
(a) Before adjustment to 
I lic cnrnticnecstnin 23 57,083,935 | 5,249,554 | 1, 576, 047 
(6) After adjustment to 
NR kssctinedctbb. 23 57, 083,935 | 4,193, 144 519, 637 
4, Totals all warehouses based on 
normal depreciation.......... 101 168, 614,901 | 13, 427,374 1, 546, 439 








1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
dnvestment. 
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PRELIMINARY TaBLE 2-C.—Commercial grain storage survey of direct operational 
costs ’*—Average cost per bushel for storing grain for others in country and 
terminal warehouses, adjusted to eliminate the effect of rapid depreciation 


__ - es _——— 





Cost of storing grain 


Average cost per 











for others bushel for storing 
Number | Quantity of grain for others 
Item of grain stored 
facilities for others 
(bushels) Deprecia- Total | Deprecia- 
Total tion (cents) tion 
(cents) 
(1) (2) (3) (4) (5) (6) (7) 
a as sai 5 sane sinmscifit ciel teienlaia 
1. Totals, all warehouses reporting - 432 | 219,082,499 |$19, 592,209 | $4,312, 140 9.5 2.6 
9. Totals, warehouses reporting fo 
* “normal depreciation._-.....-- 306 | 137,506,544 | 11,592,627 | 1,555, 224 8.7 1.5 
3. Totals, warehouses reporting 
rapid depreciation: 
(a) Before adjustment to 
AE 126 81, 485,955 | 7,999,582 | 2,756,916 10.6 4.1 
(ob) After adjustment to 
1 torereetilesallaetal 126 | 81,485,955 | 6, 229, 323 992, 666 8.0 1.6 
4, Totals, all warehouses based on 
normal depreciation.--..--.--- 432 219, 082, 499 17, 821, 950 2, 547, 890 8.4 1.5 





1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investment. 





PRELIMINARY TABLE 3. 


Commercial grain storage survey of direct operational 


costs '°—Frequency distribution of country warehouses in survey by size group 
showing number of facilities, capacity available for storing grain for others, 
volume of grain stored for others, percent occupancy, and direct operational 
cost of storage per bushel 











| 


} 


| 
| 


Capacity | Volume Cost of 
Size group (total capacity of facility) Number of| available stored Percent | storage per 

(bushels) facilities | for others | for others | occupancy | bushel 2 

(bushels) (bushels) (cents) 
Less than 100,000 97 3,824,649 | 2, 866, 755 75.0 11.7 
100,000 to 199,999. 91 | 10, 131, 726 7, 505, 833 74.1 10.2 
200,000 to 349,999. 77 | 15,331,840 | 11,970,182 78. 1 10.0 
350,000 to 749,999 47 | 17, 504, 844 | 13, 237, 464 75.2 9.8 
TS ¢atnpsnecencnnatccecceauae 19 | 18, 445, 505 | 14, 887, 364 80.7 10.2 
i tionanianenseetragintenceene 331 | 65, 328, 564 | 50, 467, 598 77.3 10.1 





These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
vestment, 


+ Represent only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 
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PRELIMINARY TABLE 3-A.—Commercial grain storage survey of direct operational 
costs *\—Frequency distribution of country warehouses in survey by size group 
showing number of facilities, capacity available for storing grain for others 
volume of grain stored for others, percent occupancy, direct operational cost 
of storage per bushel, adjusted to exclude the effect of rapid depreciation 














en 

Capacity | Volume Cost of 

Size group (total capacity of facility) Number of| available stored Percent storage 

(bushels) facilities | for others | for others | occupancy | bushel : 

(bushels) (bushels) (cents) 
ees. fe Ee wns ny — a | 
ROOD 6 ain isaesccetcocngeg ne 7 | 3,824,649 | 2,886,755 | 75.0 10.9 
EE ont ecco uscsecchwsnkpewom 91 | 10, 131, 726 7, 505, 832 74.1 9.0 
Se EUR Ses ecortcacresscoseseneee 77 | 15,331, 840 | 11,970, 182 78.1 8.2 
EE Oe EO csp annpmeisncg aig eres e 47 | 17, 594, 844 | 13, 237, 464 75.2 R.0 
FeO Re MINS OVOE odes chs ontncese aoseaean 19 | 18, 445, 505 | 14, 887, 364 80.7 99 
: staid bck anni nalbihete 
Mel padkekihhdduactcocsenckaro<rante 331 | 65, 328, 564 | 50, 467, 598 77. 8.7 


investment. 


—E SS eee 
i These costs do not include indirect costs such as quality deterioration, shrinkage, and raturn on Capital 


2 Represent only direct operational costs and does not include unkno xn costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment 


PRELIMINARY TABLE 4.—Commercial grain storage survey of direct operational 
costs ’—Frequency distribution of terminal warehouses in survey by size group 
showing number of facilities, capacity available for storing grain for others, 
quantity of grain stored for others, percent occupancy, and direct operational 


cost of storage per bushel 








Percent 








Size group (total capacity of Number of| Capacity Quantity Cost of 

facility) (bushels) facilities available stored occupancy storage 
for others for others per bushel ? 

Bushels Bushels Cents 
Less than 500,000.....-..--..--.- 16 3, 604, 301 2, 599, 501 72.1 10.3 
500,000 to 1,499,999............... 32 21, 402, 412 17, 396, 892 81.3 11.1 
1,500,000 to 3,499,999___........_. 26 40, 791, 501 30, 777, 543 75.4 10.1 
3,500,000 to 9,999,999. _..........- 22 80, 175, 289 68, 130, 633 | 85.0 8.5 
10,000,000 and over___-........-. 5 57, 120, 589 49, 710, 332 | 87.0 | 6.8 
PO ae cieaeonicske een aemee 101 | 203,094, 092 168, 614, 901 | 83.0 8.6 





1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
investment. 

2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment, 


PRELIMINARY TABLE 4—A.—Commercial grain storage survey of direct operational 
costs *—Frequency distribution of terminal warehouses in survey by size group 
showing number of facilities, capacity available for storing grain for others, 
quantity of grain stored for others, percent occupancy, and direct operational 
cost of storage per bushel, adjusted to exclude the effect of rapid depreciation 











Size group (total capacity of Number of Capacity Quantity Percent Cost of 
facility) (bushels) facilities available stored occupancy storage 
for others for others per bushel ? 

Bushels Bushels Cents 
Less than 500,000. _......--.----- 16 3, 604, 301 2, 599, 501 72.1 9.9 
500,000 to 1,499,999_.............- 32 21, 402, 412 17, 396, 892 81.3 9.6 
1,500,000 to 3,499,999. ..........-.- 26 40, 791, 501 30, 777, 543 75.4 9.6 
3,500,000 to 9,999,999. _.........-- 22 80, 175, 289 68, 130, 633 85.0 7.9 
10,000,000 and over_-_-__-.-...---- 5 57, 120, 589 49, 710, 332 87.0 6.4 
Pe iiuknaccutoxiniunnn’ 101 | 203,094,092 | 168, 614, 901 83.0 8.0 


iia iaataeaa ates cma iri eae ipa aetna 


“ These costs do not include indirect costs such as qua:ity deterioration, shrinkage, and return on capital 
vestment. 

2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity unon delivery by the warehouseman, and return on capital investment. 
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COMMERCIAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS 1 


(Capecity refers to 


t Occuparcpyand Direct Operational Cost Fer Bushel for Storing Grain for 
of facility and occupancy refers to percent of total storage 


Percen' 


rs in Country Warehouses, by Size of Total Capacity. 
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Table 5 
Page 2 of 3 
COMMERCIAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS / 


Percent Occupancy and Direct Operational Cost Per Bushel for Storing Grain for 
Others in Country Warehouses, by Size of Total Capacity. (Capacity refers to 
total capacity of facility and occupancy refers to percent of total storage 
space evailable for storing grain for others which was occupied.) 


to 50,000 Bu: 50,001 to 100, Bu: 100,¢01 to 150,000Bu:150 to 
Percent ; Cost : Percent : Cost : Percent : Cost : Percent : Cost 
of 3 yo Berns of 3 yo PePoos of % yr Eee:2 of Per 





55.6 14.4 48.0 hk 
54.9 9.5 46.2 12.5 
50.6 15.9 42.8 14.8 
42.2 5.2 38.3 9.2 
32.9 29.3 10.6 7.2 
30.6 16.4 8.3 39.1 
4.5 56.8 





200,001 - 250, Bu: 250,001 - 350,000 Bu: 350,001 - 500,000 Bu: 200 ,001 - 750,000 ; 
Percent : Cost : Percent : Cost : Percent : Cost : Percent : Cost 
of 3 Per : of : Per $ of : Per 3 of : Per 





99.9 : 13.6 : 99.9 : 16 99.9 18.3 99.9 8.7 
99-9 : 91 : 99.9 : 11.3 99-9 12.2 99.9 13.0 
99.9 22.8 99.4 7-7 99.2 17.4 98.2 11.4 
99.0 9.3 99.4 8.6 99.2 12.9 97.3 9.1 
97-9 7.8 98.9 14.5 98.1 T-1 97.3 6.5 
95.0 4.8 98.8 8.3 97.5 5.0 93.5 Tid 
94.8 13.4 98.1 8.6 97.5 11.3 89.0 5.1 
94.2 6.1 98.0 16.2 96.8 10.9 88.9 6.1 
93.9 6.4 95.9 4.2 92.5 12.2 03.7 20.1 
92.7 8.1 95.6 5.4 91.4 11.9 83.5 12.7 
92.6 10.4 94.6 5.8 89.0 8.5 64.7 6.6 
91.8 4.0 94.6 14.5 88.8 5.8 &.3 7-5 
90.4 8.3 92.4 17.7 87.3 10.0 57.4 7.9 
90.0 3.8 90.4 9.5 86.6 6.9 54.3 8.0 
89.6 11.5 89.4 12.4 86.4 5.6 48.4 14.9 
88.9 7-2 89.0 6.9 85.8 12.2 44.8 9.9 
88.3 11.9 88.5 5.2 78.3 7.2 34.9 22.8 
87.8 10.1 87.3 9.7 13.5 19.7 28.3 12.8 
87.8 8.9 85.5 15.2 71.5 5.7 

86.9 8.0 85.3 6.6 70.2 8.1 

86.5 8.8 80.5 1.8 63.3 8.4 

86.3 10.1 71.2 7.5 59.7 8.4 

84.3 Tu 77.0 26.3 55.5 8.7 

82.6 6.5 76.5 17.2 55.0 5.3 

80.5 8.0 72.4 5.4 52.9 1.3 
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Table 5 
Page 3 of 3 
COMMERCIAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS / 


Percent Occupancy and Direct Operational Cost Per Bushel for Storing Grain for 
Otbers in Country Warehouses, by Size of Total Capacity. (Capacity refers to 
total capacity of facility and occupancy refers to percent of total storage. 
space available for storing grain for others which was occupied.) 
B00, 00L = 250,000 Bu: 250,001 - 350,000 Bu: 350,001 - 500,000 Bu: 500, 001 = 750,000 Bu. 
Percent : Cost : Percent : Cost : Percent : Cost : Percent. : Cost 


of & awe $ of S fer. S,°3> ment 508 : Per 





78.1 s:- aan s 29.6 3-9 > Ss 
71.8 G2 2, 0 >: 8h :; Me : bb 
16.7 9.6 67.6 6.2 47.5 12.9 
15.5 15.2 59.3 14.5 4h. 12.9 
70.2 6.1 55.3 8.3 

9.5 10.0 55.1 8.5 

58.0 13.6 47.6 8.8 

56.5 9.9 45.6 8.2 

54.7 11.8 4O.4 14.3 

52.3 10.8 37-3 4.9 

50.1 7-9 34.2 41.5 

48.8 24.7 

45.9 7.2 

43.0 4.5 

35.2 9.7 

17-5 52.7 





99-9 


94.0 13.0 93.3 8.9 
92.5 13.1 89.7 13.5 
92.2 5.7 89.7 7.6 
82.0 5.7 89.6 1.8 
70.4 4.9 84.6 10.3 
9.6 17.2 84.6 9.6 
45.9 7.6 81.4 8.6 
3-3 11.0 
1.6 19.3 
AVERAGE: : : 33-1 : — 
e # : is s ° : 10. ate 





1/ These costs do not include indirect costs such as quality deterioration, 
shrinkage, and return on capital investment. 


2/ Represents only direct operational costs and does not include unknown costs 
resulting from such factors as guaranteed quality and quantity upon delivery 
by the warehouseman, and return on capital investment. 
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Table 6 
Page 1 of 2 


COMMERCIAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS 1/ 


Percent Occupancy and Direct Operational Cost Per Bushel for Storing Grain for Others 
in Terminal Warehouses, by Size of Total Capacity. (Capacity refers to total capacity 
of facility and occupancy refers to percent of total storage space available -for 
storing grain for others which was occupied.) 





93.9 13.8: 95.4: 6.0: 99.9: 6.2 99.9: §.0: 97.7: 10.8 
87.5 7:9 : 68.1 2 “21352 3 Gug.: 12-3 87.7: 6.1: 95.4%: 13.0 
81.2 8.9: 79.0: 8.6: 95.5 : 16.0 8.1: 9.2: 9445: 8.0 
TS 23.0 : 77-3 2: 14.0: BB: 7.3 8.7: 11.8: 94.4: 8.2 
m2 < "92-2 V1.3. 0.°5.3> Gis: 6S 83.5 : 10.2: 92.0: 6.0 
2.5 3: 9.0: 7.0 © °5.73 SB3: TZ 61.0: 68.1 : 84.0: 8.2 
23.7 21.9: 56.6: 13.4: 89.9 : 15.0 932: 11.5: 8.9: 13.6 
6.9 20.0: 46.2: 2.6: 89.21: 6.9 7.9 ¢°27.5': DiS? FA 
: : : 85.3: 10.4 69.2: 88: 8.9: 6.5 
: 83.9 : 10.4 67.7 : 16.4 :. 80.2 : 12.0 
: 81.3 : 9.6 45.6 : 19.3: 6.0: 9.6 
: 79.9: 6.4 39-6: hg: 67.3: 2.8 
: 78.9 : 12.3 : : €.9: 18.0 
: 77-5 : 12.8 53-4: 5.0 
: : 76.0 : 14.1 49.9 : 16.5 
: 3 2.3.2... 2% 46.4: 58.6 
: D2 -2-32.1.. : 45.0: lll 
: 68.8 : 32.3 : 43.9 : 10.6 
: 68.5 : 3.4 =: 27-5 : 13-7 
: 64.6 : 19.8 : : 
: 60.0: 9.2 
3 : 40.0 : 11.4 





1/ These costs do not include indirect costs such as quality deterioration, shrinkage, 
and return on capitel investment. 
2/ Represents only direct operational costs and does not include unkown costs result- 


ing from such factors as guaranteed quality and quantity upon delivery by the vare- 
houseman, and return on capital investment. 
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Table 6 
Page 2 of 2 


COMMERCTAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS / 
Percent Occupancy and Direct Operational Cost Per Bushel for Storing Grain for Others 
{n Terminal Warehouses, By Size of Total Capacity. (Capacity refers to total capacity 


of facility and occupancy refers to percent of total storage space availeble for 
storing grain for others which was occupied.) 


7,500,001 to = 3,500,001 to: ~+~—+5,000,001 to = 10,000,001 Bu. 






‘Per Bu. tOccu : Per Bu. : Ocew : Per Bu. : Oc :Per Bu. 
$ $ : 3 :( Cents 
99.9 : 5.8 : 99.9 : 5.2 : 99.9 9.0 : 90.8 : 10.2 
96.3 : 5-6 : 99.9 : 6.5 : 99.6 10.3..--s -- SF : 4.0 
68.6 : 7.6 : 99.9 : 5.6 : 87.5 12.4 : 89.0 : §.8 
8.9 : 14.3 : 97.9 5.5 : Ge.e.<« 68 1s G2 —r 
76.0 : 17.6 tun OF.F 6.6 : 71-5 9-4 +: 59.4 we *., 
™m.9 : 1¥.1 +: 93.7 TH +s GES 2 UP: : 
"=a +. F-2 : 889.0 . was 66.4 Wwe -4 : 
: 69.0 6.7 : : : 
- Be 4.6 : : : 
: 81.3 : 6.9 «2 : : 
: TTT 9.2 ; $ 
: 15.5 6.6 : : 
: 62.4 15-4 : 





83.8 9.2 87.2 7.3 81.6 10.2 87.0 6.8 





Total All Terminal Warehouses: 
a) Percent of occupancy - 83.0 percent. 
bd) Storage cost pér bu. - 8.6 cents 


1/ These costs do not include indirect costs such as quality deterioration, shrinkage 
and return on capital investment. 

2/ Represents only direct operational costs and does not include unknowcosts result- 
ing from such factars as guaranteed quality and quantity upon delivery by the ware- 
bouseman, and return on capital investment. 
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PRELIMINARY TABLE 7.—Commercial grain storage survey of direct operational 
costs '—Frequency distribution of country warehouses in survey by storage 
cost groups based on direct operational costs for storing grain for Others 
showing number of facilities and capacity available for storing grain for 
others, expanded to U.S. totals 


—_— 























Actual Cumulative 
Storage cost groups (cents Facilities Capacity 
per bushel) 2 Number of | 
facilities | Capacity | 0... 
Number | Percentof| Bushels | Percent of 
total total 
feet 
(Thousand 
bushels) ( Thousands) 
Legiitin 6.0... Gsite... 5.228 462 87, 693 462 5.1 87, 693 5.2 
DROS. <6iccchchihi nn Sued 572 136, 911 1,034 11.5 224, 604 13.4 
nce cnutiiatihncetinced 490 103, 629 1, 524 16.9 328, 233 19.5 
PR oan aagaditinensaencke 925 204, 143 2, 449 27.2 532, 376 31.6 
RI 2 cue tern. 5- 5a 1, 225 285, 694 3, 674 40.8 818, 070 48 6 
OO OS... .....£:5.... 5.0225 817 132, 401 4,491 49.8 950, 471 56.5 
Seen Wei gk. 3 327 75, 531 4,818 53.5 | 1,026,002 61.0 
SOR 5.123 cas ks 300 48, 660 5, 118 56.8 | 1,074, 662 63.9 
—* irecacconenetnarcemss. 299 42, 054 5, 417 60.1 | 1,116,716 | 4 
ROUT os 354 76, 968 5, 771 64.1] 1,193, 684 71.0 
EN oon nc coe coamee 299 56, 219 6, 070 67.4 1, 249, 903 74.3 
See Se no. cena diwene 300 70, 967 6, 370 70.7 | 1,320,870 78.5 
I cee 218 29, 370 6, 588 73.1 1, 350, 240 80.3 
RUMEN ohn conc : 218 63, 140 6, 806 75.5 | 1,413, 380 84.0 
ce orca naire 136 12, 664 6, 942 77.0 1, 426, 044 | 84.8 
Oe 299 40, 588 7, 241 80.4 1, 466, 632 | 87.2 
ee aiatnmscltninmail 245 41, 363 7, 486 83.1 | 1,507,995 | 89.6 
SEAOO TBO occ annate> accede 191 14, 784 7, 677 85.2 1, 522, 779 90.5 
pin So ae cnipieinsosisse 136 17, 336 7, 813 86.7 1, 540, 115 91.5 
Anarene ng naetareetipaemapes 82 10, 018 7, 895 87.6 1, 550, 133 92.1 
inn cen lehmemcans 163 22, 997 8, 058 89. 4 1, 573, 130 93.5 
Pe Oe 000... 3. ca6.5- i 82 6, 845 8, 140 90.3 | 1,579,975 93.9 
18.0 to 18.4.......__- S Smnnanas 109 11, 162 8, 249 91.6 | 1,591,137 94.6 
eee eres: 27 1, 996 8, 276 91.9 1, 593, 133 94.7 
| | eae 27 19, 493 8, 303 92.2 | 1,612, 627 95.9 
aed 109 13, 185 8, 412 93.4 | 1,625,812 96.6 
INNS oS iccctasuddsmiweess 54 13, 777 8, 466 94.0 1, 639, 589 97.5 
DOME Bai. ws eRe ksicd 54 1, 906 8, 520 94.6 1, 641, 404 97.6 
Be OEE «i cccnndincanscee 490 40, 782 9,010 100.0 | 1, 682,276 100.0 
ek 9,010 | 1, 682, 276 9, 010 100.0 | 1, 682, 276 | 100.0 








pe These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
vestment. 

2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 


Sel i> OO wco ict ced beet Seed Sew Be et Ae ee Bi ee Bee, eee et cc ee eee ee, od 


coouee 
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PRELIMINARY TaBLe 7-A.—Commercial grain storage survey of direct operational 
costs '—Frequency distribution of country warehouses in survey by storage 
cost groups based on direct operational costs for storing grain for others, 
adjusted to eliminate the effect of rapid depreciation, expanded te U.S. totals 


_—— —— — DMR...) 92 























Actual Cumulative 
e cost groups (cents | Facilities Capacity 
ee bushel) 3 Number of | 
facilities | Capacity | 
Number | Percentof| Bushels | Percent of 
total | total 
| | | | | 
(Thousand 

bushels) (Thousands) 
Less than 5.0.----------------- 762 150, 157 762 8.5 150, 157 8.9 
§.0 to 5.9.--------------------- 681 185, 651 1, 443 | 16.0 335, 808 20.0 
£610 6.9.-......-------------- 762 152, 468 2, 205 24.5 488, 276 29.0 
7.0 to 7.9.--.------------------ | 1, 089 238, 692 3, 294 36.6 | 726,968 43.2 
8.0 to 8.9.-..------------------ 1, 388 371, 463 4, 682 52.0 | 1,098, 431 65.3 
BEND OD. .ngccnnann------<<2- 653 101, 268 5, 335 59.2 | 1,199, 699 71.3 
10.0 to 10.4...-.--------------- 218 25, 944 5, 553 61.6 | 1,225, 643 72.9 
10.5 to 10.9_..----------------- 381 69, 982 5, 934 65.9 | 1,295, 625 77.0 
110 to 11.4..------------------ 218 28, 817 6, 152 68.3 | 1,324, 442 78.7 
11.5 to 11.9.------------------- 327 49, 905 6, 479 71.9} 1,374,347 81.7 
12.0 to 12.4...-.--------------- 272 48, 867 6, 751 74.9 | 1,423,214 84.6 
12.5 to 12.9.....--------------- 272 49, 526 7, 023 77.9} 1,472,740 87.5 
13.0 to 13.4. ------------------- 191 11, 025 7,214 80.1 | 1,483, 765 88.2 
13.5 to 13.9_..----------------- 245 61, 141 7, 459 | 82.8 | 1,544, 906 91.8 
14.0 to 14.4.------------------- 109 8, 158 7, 568 84.0 | 1,553,064 92.3 
14.5 to 14.9....------ seenenenne 191 16, 662 7, 759 86.1 | 1,569, 726 93.3 
15.0 to 15.4....---------------- 191 10, 416 7, 950 88. 2 1, 580, 142 93.9 
15.5 to 15.9. .------------------ 163 9, 219 8,113 90.0 | 1,589, 361 94.5 
PIAL. 40853 dances senceras 82 20, 622 8, 195 91.0 | 1,609,983 | 95.7 
16.5 to 16.9. ....--------------- 82 | 25, 416 8, 277 91.9 | 11635, 399 97.2 
17.0 to 17.4...-.--------------- 27 613 8, 304 92.2 | 1,636,012 97.2 
17.5 to 17.9..------------------ 54 1,270 8, 358 92.8 | 1,637,282 73 
18.0 to 18.4.....--------------- 109 7,275 8, 467 94.0 1. 644, 557 | 97.8 
18.5 to 18.9_.--.--------------- 54 21, 051 8, 521 94.6 | 1,665, 608 | 99.0 
19.0 to 19.4._--..-------------- 2 5, 741 8, 548 94.9 | 1,671,349 | 99. 4 
19.5 to 19.9......-------------- 54 1, 313 8, 602 95.5 | 1,672,662 99. 4 
20.0 to 20.4. ......------------- 27 1, 545 8, 629 95.8 | 1,674,207 99.5 
205 to 20.9. -.-.--------------- 54 1, 906 8, 683 96.4 | 1,676,113 99.6 
2.0 and over....-.-.---------- 327 6, 163 9, 010 100.0 | 1,682,276 | 100.0 
WE Ae ccescbcwnciscl 9, 010 1, 682, 276 9, 010 100.0 | 1,682, 276 | 100.0 








1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
investment. 

3 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 








1062 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


PRELIMINARY TABLE 8.—Commercial grain storage survey of direct operationa} 
costs *—Frequency distribution of terminal warehouses in survey by storage 
cost groups based on direct operational costs for storing grain for others 
showing number of facilities and capacity available for storing grain for 


others, expanded to U.S. totals 














Actual 
Storage cost groups (cents 
per bushel) 2 Number of 
facilities Capacity 
(Thousand 
bushels) 

a 40 84, 534 
ae 71 173, 313 
Riki deere 40 <4 agen 83 247, 445 
DO TR dhcm men ss<ssn aes 48 71, 148 
eee eee 48 61, 785 
9.0 to 9.9_-- % 42 62, 759 
2) 30 119, 009 
10.5 to 10.9 17 38, 986 
11.0 to 11.4 12 14, 637 
11.5 to 11.9. _- 24 66, 377 
12.0 to 12.4... 30 61, 587 
12.5 to 12.9--_- 6 2, 461 
ED tt atisnGacaas se ahakep 17 11, 210 
Oe EE ‘ 18 18, 692 
14.0 to 14.4. _- 24 39, 276 
14.5 to 14.9-_-. 6 4, 355 
15.0 to 15.4......--- 6 13, 221 
RE BU aieeecatee coos pee Rpts abies 
16.0 to 16.4. - ‘ 12 8, 336 
SE GG os cane detn sud a4 cus 6 6, 868 
RETIRE Sc bagi othe se ss oe <bu fn~o< 0 5 oRaaewes- agen’ 
BY OT a6 555 dha oo~s ase 12 12, 726 
TE ike bo dbie 36 bed cad Jones nce cshaleoncscdotein 
I tonic Gen s4ssschuhes [+ secs) Geehdiewasssceliiie 
LS eee 6 99 
CO eee 6 1, 190 
| Se eee 6 167 
20.5 to 20.9---.- Sore ae La Sl unenliaeassuieananaiiacbanteanitel 
SN DOOR niin shinds-. 5 cas 30 8, 426 

















Cumulative 
Se 
Facilities | Capacity 
i} es 
Number | Percentof} Bushels | Percent of 
total total 
(Thousands) 

40 6.7 84, 534 2.5 
lll 18.5 257, 847 22.8 
194 32.3 505, 292 44.8 
242 40.3 576, 440 51 
290 48.3 638, 225 56.5 
332 55.3 700, 984 62.1 
362 60.3 819, 993 72.7 
379 63. 2 858, 979 76.1 
301 | 65.2 | 873,616 7.4 
415 69. 2 939, 993 83.3 
445 74.2 | 1.001, 580 88.7 
451 75.2 | 1,004,041 89.0 
468 78.0 | 1,015, 251 90.0 
486 81.0 | 1,033, 943 91.6 
510 85.0 | 1,073,219 95.1 
516 86.0 | 1,077,574 95.5 
522 87.0 | 1,090, 795 96.6 
522 87.0 | 1,090, 795 96.6 
534 89.0 | 1,099, 131 97.4 
540 90.0 | 1,105, 999 98.0 
540 90.0 | 1,105, 999 98.0 
552 92.0 | 1,118, 725 99.1 
522 92.0 | 1,118, 725 99.1 
552 92.0 | 1,118, 725 99.1 
558 93.0 | 1,118, 824 99.1 
564 94.0 | 1,120,014 99.2 
570 95.0 | 1,120,181 99.3 
570 95.0 1, 120, 181 99.3 
600 100.0 | 1,128, 607 100.0 
600 100.0 | 1,128, 607 100.0 








1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investment. 


2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 
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INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1063 


INARY TABLE 8-A.—Commercial grain storage survey of direct operational 
costs '—Frequency distribution of terminal warehouses in survey by storage 
cost groups based on direct operational costs for storing grain for others, 
adjusted to eliminate the effect of rapid depreciation, expanded to U.S. totals 


ee 






































Actual | Cumulative 
cost groups (cents | | Facilities Capacity 
ra bushel) 2 Number of _ 
facilities Capacity | ] 
Number | Percentof| Bushels | Percent of 
total | total 
ahaaetel a ice a 
(Thousand 
—— . as |( Thousands) 

ee ee 53 108, 449 3 108, 449 9.6 
aL. Bgeeer 89| 317,308 142 23.7| 425,757 37.7 
6,0 to 6.9.--------------------- 59 87, 701 201 33.5 513, 458 45.5 
7.0 to 7.9.------------------ 53 74, 359 254 42.3 587. 817 52.1 
8.0 to 8.9. ..------------------- 59 97, 267 313 52.2 685, 084 60.7 
9.0 to 9.9-.-------------------- 41 103, 084 354 59.0 788, 168 69.8 
10.0 to 10.4. ------------------- 30 122, 425 384 64.0 910, 593 80.7 
10.5 to 10.9.------------------- 24 15, 984 408 68. 0 926, 577 82.1 
11.0 to 11.4.-..---------------- 24 43, 689 432 72.0 970, 266 86.0 
11.5 to 11.9..------------------ 24 50, 167 456 76.0 | 1,020, 433 90.4 
12.0 to 12.4.--.---------------- 18 7,419 474 79.0 1, 027, 852 91.1 
12.5 to 12.9.-.--.-------------- 12 6, 817 486 81.0 1, 034, 669 91.7 
13.0 to 13.4. ------------------- 12 3, 030 498 83.0! 1,037,699 91.9 
135 to 13.9.-...--------------- 18 18, 692 516 86.0} 1.056.391 93.6 
14.0 to 14.4. .--.--------------- 18 37, 470 534 89.0] 1,093, 861 96.9 
14.5 to 14.9.-.-----------------]----------~-]---------~--- 534 89.0} 1,093, 861 96. 9 
15.0 to 15.4.-.----------------- 6 13, 221 540 90.0} 1,107,082 98.1 
15.5 to 15.9... -----------------|-------- gapanoecatabal 540 90.0} 1, 107,082 | 98. 1 
16.0 to 16.4. ...------------- . 6 3, 334 546 91.0] 1,110,416 98. 4 
16.5 to 16.9. -.----------------- 12 12, 981 558 93.0 | 1,123,397 99.5 
17.0 to 17.4.-.----------------- ona ne+e--22-|-----2---00- 558 93.0 | 1,123,397 99.5 
17.5 to 17.9.-------------------|------------]------------ 558 93.0 | 1, 123.397 99.5 
18.0 to 18.4. ...-.--------------]-- ~= on enenee|-eeeee-ne ees 558 93.0} 1,123,397 99.5 
dn BGs eda anesenetnl -soccce condahwocwncsaias 558 93.0 1, 123, 397 99.5 
19.0 to 19.4. --.-- wae--2-------- 6 99 564 94.0 | 1,123,496 99.5 
19.5 to 19.9.---------------- -<- 6 1, 190 570 95.0 | 1,124, 686 99.7 
20.0 to 20.4. -...--..----------- 6 167 576 96.0 | 1,124,853 99.7 
5 00 20.9... . 2205 2--- 2-250 5]- ------ 22-2] -0- 2 2------- 576 96.0 1, 124, 8°3 99.7 
21.0 and over.......---------- 24 3, 754 600 100.0 | 1,128, 607 100.0 
Total.....-------------- 600 | 1, 128, 607 600 | 100.0 | 1,128, ¢07 100.0 





1 These Costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investment. 


2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment, 


64140—61— pt. 3——18 








1064 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


PRELIMINARY TABLE 9.—Commercial grain storage survey of direct Operational 
costs '—Frequency distribution of all warehouses in survey by storage cost 
groups based on direct operational costs for storing grain for others, showin 


number of facilities and capacity available for storing grain for others, 


panded to U.S. totals 


ez- 


———_ 


Direct operational 
storage cost groups (cents 
per bushel) 2 


Ria then £.6. 0 .c5.-~ 2055s 
nn niubtiantgitanonmiadans 
OS RS ha ee 
Ts wc apdad’ Geawowcenge 

SRE) a 
7S as 


NT ais ddawa din ccnd+ stag) 


Pere 0 8. ek canes 
eee 68.4. oss oat 
|e Sh Re a eae 
ee BES... Sas ee tee ti. 5e eke 
1 4 a ee 
PORES. de swtnnd~ tawdapowe 
NE Joe Se 
7 a ee 
bs Saad nck aw ane os 
EES. code = oS itctncdenssa 
PO BIO, coins cetcndaces= 
I RA, cite npn dcene 
OO MRD lonicaien' e'deotogcae 
SS y SE 
EE isc tees polinadasenn 
DEE. 2 cincdtatnonces 

18.5 to 18.9........-... Secgenenn 
RR Oa Pe 
IEE, bcm ane ctinwdcaces 
RT Gs te eee 
POA, 2b tact Stes ecccesce 
amend 














Actual 
| Number of 
facilities Capacity 
cena 
( Thousands | 
of bushels) 
502 172, 227 
| 643 | 310, 224 
573 | 351, 074 
973 275, 291 
1, 273 347, 479 
85S 105, 160 
357 194, 440 
317 87, 646 
311 56, 691 
378 143, 345 
329 117, 806 
306 73, 428 
235 40, &80 
236 8i, 832 
160 51, 949 
305 44, 943 
251 54, 584 
191 14, 784 
148 | 25, 472 
&8 16, 886 
163 22, 997 
94 19, 571 
109 11, 162 
27 1, 996 
23 19, 592 
115 14, 375 
60 13, 944 
54 1, 906 
520 49, 208 
9,610 | 2,810, 883 























Cumulative 
igi ata cael aa 
Facilities Capacity 
Number | Percentof| Bushels | Percent of 
total | total 
| } | 
—_—_— | $$ $$} 
|( Thousands)| 
502 5.2 172, 227 1 
1, 145 11.9 482, 451 17.9 
1, 718 17.9 833, 525 99 7 
2, 691 28.0 | 1,108, 816 39.4 
3, 964 41.2 | 1,456, 295 51.8 
4, 823 F0.2 1, O51, 455 58.8 
5, 180 53.9 | 1, 845,995 85.7 
5, 497 57.2] 1,933, 641 68.8 
5, 808 60. 4 1, 990, 322 70,8 
6, 186 64.4 | 2, 133, 677 75.9 
6, 515 67.8 | 2,251, 483 80.1 
6, 821 71.0 | 2,324,911 82.7 
7, O56 73.4 2, 365, 491 84.2 
7, 292 75.9 | 2, 447, 323 | 87.1 
7, 452 77.5 2, 499, 263 | 88.9 
7. 757 80.7 | 2, 544, 206 | 90.5 
8, 008 83.3 | 2, 598, 790 92.5 
8, 199 85.3 | 2,613, 57 92.0 
8, 347 86.9 2, 439, 246 93.9 
8, 435 | 87.8 | 2,656, 132 94.5 
8, 598 89.5 2, 679, 129 95.3 
8, 692 90.4 | 2,698 700 98.0 
8, 801 91.6 2, 709, 8A2 96.4 
8, 828 91.9 | 2,711, 8&8 96 5 
8, 8Al 92.2 2, 731, 450 97.2 
8, 976 93 4 2, 745, 825 97.7 
9, 036 94.0 2, 759, 769 98.2 
9, 090 94. € 2, 761, 675 98.2 
9, 610 100.0 2, 810, 883 100.0 
9, 610 100.0 | 2,810,883 100.0 





1 These costs do not include indirect costs such as quality deterioration, shrinkage. and return on capital 


investment. 


2 Represents only direct operational costs and does not include unknown costs resulting from such 
factors as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital 


investment. 
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INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1065 


PRELIMINARY TaBLE 9-A.—Commercial grain storage survey of direct operational 
costs °—Frequency distribution of all warehouses in survey by storage cost 
oups based on direct operational costs for storing grain for others, adjusted 

to eliminate the effect of rapid depreciation, expanded to U.S. totals 


— 1 


Direct operational 
storage cost groups (cents 
per bushel) ? 


———$ 


Less than 5.0 
§.0 to §.9.----------- 


6.0 to 6.9.----- acs int amties 


7.0 to 7.9...------------------ 
8.0 to 8.9...-------------- 
9.0 to 9.9_..----------------- 
10.0 to 10.4. .-..---------- 
10.5 to 10.9..---------- . 
11.6 to 11.4.....--.-.-.+-- 


11.5 to 11.9. ..--------«-------- 


600 12.4. ....-...4--- 
a 


I he ie tnd a 


13.5 to 13.9. .-------- eoeeod 


14.0 to 14.4...-.----- | tne 


OS a ae 

BOD BE. ok coc qwccccoce 
SO aaa ‘ 
SED BRE. ocqncctwoececcocce 
SE PRD. scnwseeosees snd 
EE ccna ntcintekh ocotte 
17.5 to 17.9..-- i 
BEE BA. saccenses ‘ 
Sc naciegegecan $e 

SSR, J ccncneen 
19.5 to 19.9......--- 
ST tics en alow thniee ois 
SE MAD casceea> es oS 
Ey 


Actual | 





Number of | 





facilities Capacity 
| Thousands 

of bushels 

815 | 258, 696 
770 592, 959 
821 | 240, 169 
1, 142 313, 051 
1, 447 468, 730 
694 204, 352 
248 | 148, 369 
405 85, 966 
242 72, 506 
351 100, 072 
200 56, 286 
284 | 56, 343 
203 14, 055 
263 79, 833 
27 45, 628 
191 16, 662 
197 | 23, 637 
163 9, 219 
88 | 23, 956 
04 | 38, 397 

27 613 
54 1, 270 

109 7, 275 
54 | 21, 051 
33 5, 849 
60 | 2, 593 
33 1, 712 

54 1, 906 
351 9, 917 
9,610 | 2,810, 883 








isegliaciahctiliiaaa mana 

















Cumulative 
Facilities Capacity 
Number | Percentof| Bushels Percent of 
total total 
a apes 
| Thousands 

815 | 8.5 258, 6'6 9.2 
1, 585 | 16. 5 761, 565 27.1 
2, 496 25. 0 1, 001, 734 35.6 
3, 548 36.9 1, 314, 785 46.8 
4, 995 52.0 1, 783, 515 63.5 
5, 689 §9.2 1, 987, 867 70.7 
5, 937 61.8 | 2, 136, 236 76. 0 
6, 342 66. 0 2, 222, 202 79.1 
6, 584 68. 5 2, 294, 708 81.6 
6, 935 72.2 2, 394, 789 85. 2 
7, 225 75.2 2, 451, 066 87.2 
7, 509 78. 1 2, 597, 499 89. 2 
7,712 80. 2 2, 521, 464 89. 7 
7, 975 83. 0 2, 691, 297 92. § 
8, 102 84.3 | 2 646, 925 | 94.2 
8, 293 86. 3 2, 663, 587 | 94.8 
8, 490 88.3 2, 687, 224 95. 6 
8, 653 90.0 | 2,696, 443 95.9 
8, 741 91.0 | 2,720,399 96. 8 
8, 835 91.9 2, 758, 796 98. 1 
8, 862 92.2 2, 759, 409 98. 2 
8, 916 92.8 2, 769, 679 98. 2 
9, 025 93.9 2, 767, 954 98. 5 
9, 079 94.5 2, 789, 005 99.2 
9, 112 94.8 2, 794, 845 99. 4 
9, 172 95. 4 2, 797, 348 99. 5 
9, 205 95.8 2, 799, 06) 99. 6 
9, 259 96.3 | 2, 890, 966 99.6 
9, 610 100.0 | 2, 810, 883 | 100. 0 
9, 610 100. 0 2, 810, 883 100. 0 


1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investment. 


2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 
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1070 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


PRELIMINARY TABLE 14.—Commercial grain storage survey of direct operational 
costs *—Percent of total direct operational cost and cost per bushel for each 
item of direct operating cost for storing grain for others, by country ware. 
houses, terminal warehouses, and all warehouses 


eee 


























Country Terminal All 
warehouses warehouses warehouses 
Item of cost a 
Percent Cost Percent Cost Percent | Cost 
of total per of total per of total per 
cost bushel cost bushel cost bushel 
ae ees es 
1. Depreciation on buildings and equip- Cents Cents Cents 
DER is sctcsctnuesgdncnspasarccenncshe 33.5 3.4 18.0 1.6 27.6 2.6 
2. Interest paid on borrowed investment 
Nie cee cbclanahissbcnmeusaon 4.6 5 3.0 3 3.9 4 
3. Insurance on plant and equipment-.-_-. 2.5 .2 1.2 1 2.0 9 
4. Taxes on plantand equipment__..._.. 4.2 .4 4.9 4 4.5 * 
5. Licenses and bonds- -_-_................ 9 «3 oS ba Bhatenia ¥ a 
6. Ragnees ad fees. 2... onc c cake 10.1 1.0 15.3 1.3 12.1 ll 
ee ee aa oP B<netbons iO Biakabuaca Sip aes . 
8. po, aa 55.9 5.6 43.0 3.7 51.0 48 
9. Personnel expenses: 
(a) Executive salaries. -........... 2.1 2 2.5 2 2.3 2 
(b) Management 8.7 9 4.6 .4 7.1 "7 
ge 2 ae a Setetees ss 2.5 3 2.2 2 2.4 2 
(6) labot_=<...... 7.4 7 12.8 1.1 9.5 9 
Oi I ee dicks co Seninicdinn’ ate 2.0 a 2.2 a 2.1 ‘9 
11. Interest paid on borrowed working 
ONES oc Biid tiv enintiinncenncaieal th A ncaammaieita SO eto en ni Oita, 
ae eae pO lcnawstscce RG Pidawedsane 3 aes 
13. Insurance on grain and merchandise _ - 5.0 5 3.0 3 4.2 4 
14. Repairs and maintenance of buildings 
RENE OQUIIIIE i... nitro ee eccnence 3.6 4 4.6 4 3.9 4 
15. Fumigants and contract services for 
insect and rodent control___......_-- 4.7 5 3.5 .3 4.3 4 
16. (a) Identified costs apportioned to 
warehouse by home or central office. 1.6 2 5.6 5 3.1 3 
(6) Unidentified costs apportioned to 
warehouse by home or central office. .8 1 9.1 -8 4.0 4 
17- Other variable costs................... 5.3 5 5.9 5 5.5 - 
18° Total variable costs. ...........- 44.1 4.5 7.0 4.9 49.0 4.7 
19. Total direct operational cost - - .- 100.0 210.1 100. 0 78.6 100.0 99.5 





“ss These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
vestment. 

2 Represents only direct operational costs and does not include unknown costs from such factors as 
guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 
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PRELIMINARY TABLE 14-A.—Commercial grain storage survey of direct opera- 
tional costs *—Percent of total direct operational cost and cost per bushel for 
each item of direct operating cost for storing grain for others in country 
warehouses, terminal warehouses, and all warehouses, adjusted to eliminate 


the effect of rapid depreciation 























Country Terminal All 
warehouses warehouses warehouses 
Item of cost 
Percent Cost Percent Cost Percent Cost 
of total per of total per of total per 
cost bushel cost bushel cost bushel 
ene asleep sncasiantccascangmamt aeendscaanantnanenel etcaadtaiNincannmaeeeaae 
1. Depreciation on buildings and equip- Cents Cents Cents 
inc cuccwobn wae meantime a ann daan 22.7 2.0 11.5 0.9 18.2 1.5 
9. Interest paid on borrowed investment 
Ses a samt cok oadensintidlcmnmens 5.4 -5 3.2 .3 4.5 .4 
3. Insurance on plant and equipment-.-__ 2.9 va 1.3 os 2.3 «2 
4. Taxes on plant and equipment.._____. 4.9 .4 5.2 .4 5.0 4 
& Licenses and bonds... ................. 1.0 an . 8 st 
NS | ee 11.8 1.0 16.5 1.3 13.7 LJ} 
Dt Ge ROUNODEES) fn cc cccccccdwesecnces Se a vO Senadaeed ait Maiin eee 
8. ees TOG: CONE. cae icncnass 48.8 4.2 38. 5 3.1 44.7 3.8 
9. Personnel expenses: 
(a) Executive salaries_-........._. 2.5 - , 2 2.6 .2 
(®) Management. .........0.....<4 10.1 9 4.9 .4 8.0 By 
SR RE ar ye ee 2.9 3 2.4 2 2.7 | 
Oe ee ee 8.6 « 13.8 3 10.7 9 
I ia ccencancdlp enmaisin ive. sin Deeiissinenabaich 2.3 am 2.4 «2 2.3 a 
ll, Interest paid on borrowed working 
Pi éncccnmeescakh cadeduincccnes whl oadaiswenng 0 Ppetiaouincnk «Oe Teitesgncud 
CR 5 ee el iasheailiabepaad (OS ae sh iO Bedcithe ah 
13. Insurance on grain and merchandise_- 5.8 5 3.2 3 4.8 4 
14. Repairs and maintenance of buildings 
and equipment._......- wtadasoosones 4.1 4 4.9 4 4.4 -4 
15, Fumigants and contract services for 
insect and rodent control__.........- 5.4 5 3.8 a 4.8 .4 
16. (2) Identified costs apportioned to 
warehouse by home or central office. 1.9 2 6.0 5 3.6 3 
(6) Unidentified costs apportioned to 
warehouse by home or central office. 1.0 mn 9.8 | .8 | .§ .4 
17. Other variable costs__-.--.............. 6.2 5 6.4 | 5 6.3 -5 
 inininhinstasnsid anagem salah 
18. Total variable costs_............ 51.2 4.5 61.5 4.9 55.3 | 4.6 
19. Total direct operational cost... 100.0 28.7 100. 0 | 28.0 100. 0 28.4 








1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investment. 


? Represents only direct operational costs and does not include unknown costs from such factors as guar 
anel quality and quantity upon delivery by the warehouseman, and return on capital investment. 
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PRELIMINARY TABLE 15.—Commercial grain storage survey of direct operational 
costs *—Percent of total direct operational cost and cost per bushel for each 
item of direct operating cost for storing grain for others, excluding depregig. 
tion on buildings and equipment and interest paid on borrowed investmen: 
capital by country warehouses, terminal warehouses, and all warehouses 


Se eee ee eee 


























Country Terminal All 
_warehouses warehouses warehouses 
Item of cost ca 
Percent Cost Percent Cost Percent Cost 
of total per of total per of total per 
cost bushel cost bushel cost bushel 
a a 
1. 
'} Excluded. Cents Cents Cents 
3. Insurance on plant and equipment- --- 4.0 0.3 1.6 0.1 2.9 0.2 
4. Taxes on plant and equipment-------- 6.7 4 6.1 .4 6.5 a 
5. Licenses and bonds.........----------- 1.5 ol .4 0 1.0 a 
6. Leases and rentals........--...-------- 16.4 1.0 19.3 1.4 17.7 Ll 
7. Other fixed costs. --....-.-- eee B 0 4 0 - 0 
8. Total fixed costs.....-........... 28.8 1.8 27.8 1.9 28.4 1.8 
9. Personnel expenses: 
(a) Executive salaries-_--....-.--.--- 3.4 a } 3.2 2 3.3 2 
(6) Management.............-.-.- 14.0 9 5.8 4 10.4 7 
Gi NET atte cacaebiccceg 4.0 -3 2.8 2 3.5 2 
DE eR cet ahpiws cu cibihdeewcend 12.0 of 16.2 LJ 13.8 9 
| RR QeRRRI re uae 3.2 .2 2.8 2 3.0 9 
1l. Interest paid on borrowed working 
capital . - Paiiqacc~snep tude desces 1 0 8 oi 4 0 
12. Taxes on inventory a ee ee .4 0 -6 0 .5 0 
13. Insurance on grain and merchandise- -- 8.1 «5 3.7 = 6.2 4 
14, Repairs and maintenance of buildings 
Senna £ 2. a. ok 5.8 4 5.8 .4 5.8 4 
15. Fumigants and contract services for 
insect and rodent control__---------- 7.6 5 4.4 3 6.2 a 
16. (a) Identified costs apportioned to 
warehouse by home or central 
ec thon nes ccadonmnaaecd 2.7 .2 7.1 5 4.6 3 
(6) Unidentified costs apportioned to 
warehouse by home or central 
isd See eee ee 1.3 om 11.6 8 5.8 4 
17. Other variable costs._........-.--.---- 8.6 5 7.5 -6 8.1 6 
18, Total variable costs...-.-.------ 71.2 4.5 72.2 49| 71.6 41 
19. Total direct operational cost_.... 100.0 26.3 100.0 76.8 100.0 16.5 
| 





1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on 
capital investment. 

2 Represents only direct operational costs and does not include unknown costs from such factors as 
guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment, 
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Percent Occupancy and 
in Country Warehouses, by Rate Area. 
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Table 16 
Page 3 of 3 


COMMERCIAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS 1/ 


Percent Occupancy and Direct Operational Cost Per Bushel for Storing Grain for Others 
in Country Wareheuses, by Rate Aree. (Occupancy refers to percent of total storage 
space available for storing grain for others which was occupied.) 





Percent 
Oc 
™%.5 4.3 99.7 12.8 43.6 16.5 
Th. 10.6 99.0 14.5 42.1 5.2 
73.7 16.3 98.3 9.0 : 22.6 10.6 
73-7 5.9 97.8 11.8 : 14.2 17.8 
71.3 7.6 96.8 10.9 : 8.3 39-1 
1.2 6.1 95.6 5.4 : 4.5 56.8 
1.2 8.1 94.0 13.0 :Area 
9.2 4.9 93.5 7.0 :Avg. 83.1 : 11.2 
69.1 12.6 92.5 13-1 : : 
67.7 14.7 92.4 11.3 Rate Area V 
67.2 5.2 92.4 17-7 : 
66.1 23.6 92.4 20.5 4h. : 12.9 
66.1 10.1 92.2 5.7 34.2 : 41.5 
65.9 9.1 91.1 7.6 : 6.7 : 19.9 
65.7 15.2 90.0 3.8 :Area 3 
65.2 14.2 89.7 7.6 :Avg. 40.3 : 18.6 
63.3 12.0 89.7 13.5 : i ‘ 
as re o 2 :U.S. 77-3 10.1 
° 9 5 5- : 
5.3 18.5 7.0: 16.0 :Uuge tnaivect costs euch as 
9 15.1 . 6.9 : 
55.2 9.8 85.6 2 -<paseuearaia 
54.9 9.5 83.7 20.1 : acenceeieas = 
53-5 y= a 8.7 *2/ Represents only direct 
e's Bi as a; ‘operational costs and does 
$0.2 7.9 77.0 12.1 ‘ocean oo — 
48.2 29.7 74.8 ae eee 
45.2 13.3 73.5 3.2 tee een eee 
6 : 13.7 71:6 SD - tieecneta hae aaa 
ae = 1.5 7h: <i 
10.6 =: 7.2 71.5 9. eee 
ares : &.8 13.5 
avg. 88.1 : 9.5 67.9 9.5 
: 67.6 6.2 
Rate Area IV 66.9 10.7 
63.3 8.4 
99.9 12.4 61.6 19.3 
99.9 18.3 60.3 7-5 
99.9 11.3 59¢7 8.4 
99.9 16.} 59.5 6.4 
99.9 22.8 54.7 11.8 
9.9 9.1 48.8 2h.7 
99.9 13.0 46.2 12.5 
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PRELIMINARY TABLE 17 
Table 17 
COMMERCIAL GRAIN STORAGE SURVEY OF DIRECT OPERATIONAL COSTS 1/ 
Percent Occupancy and Direct Operational Cost Per Bushel for Storing Grain for Other, 


in Terminal Warehouses, by Rate Areas. (Occupancy refers to percent of total storage 
space available for storing grain for others which was occupied.) 





6.6 


97.7 93-7 7-5 99-9 5.6 
89.0 6.7 90.8 10.2 99-9 6.2 
85.3 10.4 90.7 4.0 99.9 9.0 
81.6 7-3 90.3 6.0 99.9 12.3 
77-7 9.1 90.3 7.3 99.6 10.1 
TT-3 14.0 89.9 15.0 97-9 5.5 
74.9 14.1 89.1 6.9 96.3 5.6 
72.3 2.4 89.0 11.5 93-9 13.8 
T1.3 5-3 89.0 5.8 92 .8 7.3 
70.3 12.1 88.1 13.1 88.6 7.6 
67.3 11.9 87.7 6.1 86.2 6.3 
66.4 10.8 87.5 7.9 85.9 14,3 
45.0 11.1 87.5 12.4 83.5 10.2 
27-5 13.7 85.1 9.2 81.9 13.4 
Area 84.0 8.2 81.3 9.0 
Avg. 72.0 9.6 83.9 10.4 81.0 8.1 
: 62.8 6.8 80.2 12.0 
Rate Area IT 81.9 4.6 79.0 8.6 
: 81.3 6.3 78.9 12.3 
92.0 6.0 81.3 8.9 77-5 9.4 
84.7 11.8 79.9 6.4 76.9 17.5 
80.9 6.5 79.2 1.5 76.0 7.6 
69.2 8.8 77-5 12.8 * 68.5 3.4 
67.3 2.8 76.0 14.1 > 67.7 16.4 
45.6 19.3 75.5 6.6 = 62.4 15.4 
Area 74.2 7-1 > §9.% 5.7 
Avg. 81.2 | 71.5 23.0 t 56.6 13.4 
: 70.8 5.7 > §3.4 5.0 
Rate Area III 69.0 9.6 46.4 58.6 
68.8 32.3 46.2 2.6 
99.9 5.8 64.6 19.8 . oe 39.0 
99.9 5.0 62.9 18.0 :. Agay 21.9 
99.9 5.2 60.0 9.2 Aree 
99.9 6.5 43.9 10.6 Avg.83.9 8.6 
97-7 10.8 40.0 11.4 : : 
95.5 16:0 . 39.6 4.9 . Rate Area V 
95.4 6.0 : 39.2 9.1 : : 
95.4 13.0 *Area >= 49.9 : 16.5 
94.5 8.0 * Avg .86.4 8.3 : 6.9 > 20.0 
94.4 8.2 - ; Area 


Avg -48.8 ; 16.5 


U-553.0 06 
1 se costs do not include indirect costs such as quality deterioration, shrinkage, 


and return on capital investment. 

2/ Represents only direct operational costs and does not include unknown costs result- 
ing from such factors as guaranteed quality and quantity upon delivory by the ware- 
houseman, and return on capital investment. 
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PRELIMINARY TABLE 18.—Commercial grain storage survey of direct operational 
costs *—Average direct operational cost per bushel for storing grain for others 
in country warehouses, terminal warehouses, and all warehouses in survey, by 
UGSA rate areas 


All warehouses 
houses houses 


| 
| Country ware- Terminal ware- 
| 
UGSA rate areas 


| 
| 





| | | 
Average | Percent | Average | Percent | Average | Percent 
cost per of cost per | of | cost per of 
bushel ? | national | bushel ? | national | bushel ? | national 
| average | | average | average 
ee ee ee : 
| Cents | | Cents | | Cents 
bi : : 9.6 95 9.6 | 112 | 9.6 101 
eit | 10.4] 103 7.1 | 83 | 9.8 103 
Agee Ill. .-- : 9.5 | 94 | 8.3 | 97 8.9 ot 
a... , 11.2 | 111 | 8.6 | 100 | 10.1 | 106 
7... eee ia kh ae aad 18.1 | 179 | 16.5 193 18.1 | 191 
National average - - - .- ates 10.1 | 100 | 8.6 100 | 9.5 100 


pliiatinalliabilbsésial } 


1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
investment. ; ; . 7 

2 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment. 


PRELIMINARY TABLE 19.—Commercial grain storage survey of direct opera- 
tional costs *—Average direct operational cost per bushel for storing grain for 
others in country warehouses, terminal warehouses, and all warehouses in 
survey, by UGSA rate areas, adjusted to eliminate the effect of rapid depre- 
ciation 


All warehouses 
houses houses 


Country ware- | Terminal ware- 
| 


UGSA rate areas | 


Average | Percent | Average 
! 
| 
} 
| 








Percent 
cost per | of 

bushe] ? | national 
average 


of 
national 


| 

— semen 
cost per 
bushel 2 


eost per | of 
bushel 2 | national 


average 


Average | Percent 
| 
i 
average 
| 














| } 
| Cents | Cents | Cents 
 _— Pe resi auin 8.5 | 98 | 8.7 109 8.6 | 102 
i a Pate 4 ae | 9.3 107 | 7.1 | 89 8.9 106 
\ ae + icicles ies 7.9 91 | 7.7 96 | 7.8 93 
Ol eho ses en ae 9.7 | 111 | 8.1 | 101 9.0 107 
| pick tecieiaccckeaedchgesanburdall 14.1 162 16.5 206 14.7 | 175 
National average............-.------| 8.7 | 100 | 8.0 | 100 8.4 | 100 





| 
! These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
investment. 
1 Represents only direct operational costs and does not include unknown costs resulting from such factors 
as guaranteed quality and quantity upon delivery by the warehouseman, and return on capital investment 
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PRELIMINARY TABLE 20.—Commercial grain storage survey of direct operational 
costs *—Composition of grain stored for others in country and terminal ware. 
houses in each UGSA rate area and the United States 


a 
Percent of total grain stored for others 








| 7, ee 




















Country 
Areal | ArealIl | ArealII |} AreaIV | Area V 
Warehouses: 

Wheat..--...-- Se ce ae peeiceda aces 39. 6 37.8 38. 4 24.9 1.1 
Grain sorghums...----------- sessile 24. 1 .6 ace 49.2 1.8 
RRM S rosea sacs ccscanses coenueeceees 5.8 5.9 2.2 40.4 
ve te 1.0 es 6 to 
I i oc sh ieee 1.5 35. 6 47.8 hee 18. 6 
Rg ie anaemia maeuid 3.2 8.1 a 4 38.1 
Es ccnedammncadenukpao-uy wit anil 30.0 8.4 iE Sostaencees ened 
UII oic os ane ccescnedeapowsnon .6 ei aac stiecnckiecsided to 

TOR os sacc~ seit ot tink dee ee dtcidios 100. 0 100. 0 100. 0 100. 0 100. 0 

Terminals: 

NN i sociescctectsnioancninchie aikceubasalea 36. 6 53.0 74.1 31.2 93. 6 
OO 24.6 cpanel 12.0 36. 4 rca 
Soybeans. --- - cow aeateien a 9 .3 3.7 
Rye a ail Pini ate -2 3.9 cm Rr caine te 
i teen 6.3 11.2 8.8 23.1 27 
Oats ne ee : res .? 7.5 .4 WP ts ccacdees 
a carrie id 30. 6 22.9 3. 4 5 eee 
RE a. ns, waa bak awn ee bE Ra eee 1.3 otis hes ill eee 

ln cucbakintnadtonaxamkoesssaie 100. 0 100.0 100.0 | 100. 0 100.0 

| 
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States 
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1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investment. 


PRELIMINARY TABLE 21.—Commercial grain storage survey of direct operational 
costs *—Percent of each grain stored for others in country and terminal ware- 


houses in each UGSA rate area 


{Percent of national total] 









































| 
| Wheat Corn Oats Barley Grain Rye Soy- Flax- 
sorghums beans seed 
Terminals: 
/ "rr 8.8 6.6 | 31.0 62.2 15.8 3.2 fob <asmaeneeeeee 
Area If,...- 2.6 2.3 26.3 ade Bienen manne 5.5 0.8 33.0 
pe 68.9 35.4 29.3 26.3 29.8 6.6 81.4 67.0 
BOG To niaccas 19.1 55. 6 13.4 2.2 54.4 86.8 TOO lewasakana 
Oe si in cue .6 | ae |----------|----------]----------|---------- $2 Bispiecsacy 
Total..........| 100.0 | 100.0} 100.0 100.0 0 100.0 | 100.0 100.0 100.0 
Country warehouses: oo i. | 7 1; — ew 
Ses bo. ih-iacauin 22.2 9 26.0 82.2 22.2 DS. cance 23.4 
PE icin ncmemnin 14.8 16.2 46.3 16.1 .4 36.0 20.4 76.1 
cl 43.6 63.0 1.8 3 14.3 3.9 59.7 5 
Area IV__._.- | 19.4 19.6 19,2 1.4 ORE bocce 160 4 ees 
a .3 Me ks cusccube ten bisconsnaebeneea 4:8 Lictiecncous 
ee oe | 100.0} 100.0 | 100.0| 100.0! 100.0] 100.0) 1000| 1000 





1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 


investments. 
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INARY TABLE 22,—Commercial grain storage survey of direct operational 
costs '—Percentage distribution of gross revenue of country warehouses and 
terminal warehouses in survey by size of facility and operational function 


COUNTRY WAREHOUSES 


—_—————— ee 


. Percent of total revenue by function 
Size of facility (total capacity) 








(bushels) | bal 
Merchan-| Process- | Custom Handling| Storage Other Total 
dising ing services 
en 

ccs tbnananat 16. 6 0.3 16.9 13.3 5.6 19.2 9.9 
Oe 190,960 a 25.1 3.2 20.8 19. 6 15.4 29.8 17.6 
900,000 to PEs cocecncecnens 28.0 23.4 23. 2 26.9 23.6 30.7 25.8 
350,000 to 749,999. ..-....--.--.- 21.2 50. 6 33.5 22.6 24.4 18.2 28. 5 
750,000 and over ..--..---------- 9.1 22.5 5.6 17.6 31.0 2.1 18.2 
he 100. 0 100.0 100.0 100.0 100.0} 100.0 100.0 
Percent of total - ........- 21.7 21.0 3.9 9.4 30. 1 13.9 100.0 


TERMINAL WAREHOUSES 














Sete cccetens 6.4 2.4 4.1 3.0 1.5 0.4 2.9 
ae... Lie sella 28.3 22.0 10.5 9.6 5 12.7 
1,800,000 to 3,499,999... ......_.- 21.7 59.3 65.3 33.4 18.6 37.7 27.6 
3,500,000 to 9,999,999. ........... 51.9 | 10.0 8.6 39.1 40.9 59.3 38.6 
10,000,000 and over......--.---- GB bo ccceyeccehice~aeseny 14.0) 29.4 2.1 18.2 

NE soe 100. 0 100.0 100.0 100.0 100.0 100.0 100.0 

Percent of total. -....-.-.- 21.9 15.0 0.7 9.8 50.4 2.2 100.0 





} 
——— 


1 These costs do not include indirect costs such as quality deterioration, shrinkage, and return on capital 
investment. 


PRELIMINARY TABLE 23.—Commercial grain storage survey of direct operational 
costs *—Frequency distribution of country warehouses in survey by size group 
showing number of facilities, total flow of grain, volume of grain handled for 
others, and direct operational cost per bushel for in-and-out handling of grain 
for others 





Volume Percent Average 
Size group (total capacity of facility), | Number| Total flow handled volume direct 
(bushels) of of grain 2 in and cut handled cost of 
facilities of facility is of in-and-out 


total flow | handling 3 








Bushels Bushels Cents 
iE Pe acadcnndenacwecsecs 97 49, 152, 132 12, 030, 818 24.5 4.7 
i so. on ccdencctonsoecees 91 70, 061, 311 17, 201, 737 24.6 4.6 
i  cdigrnniateiossipiindininne 77 89, 101, 804 21, 131, 477 23.7 4.9 
ee dccebiddondensebacd 7 90, 322, 268 19, 041, 500 21.1 4.2 
EY ith cnccudwadondcmpscased 19 51, 997, $25 14, 731, 599 28.3 5.4 
a ine kk tlic nana 231 350, 635, 340 84, 137, 131 24.0 4.7 





! These costs do not include indirect costs such as retusn on capital investment, etc. 

Represents total acquisitions and total dispositions plus volume of stored grain owned by others turned 
during survey year. 

‘Represents only direct operational costs and does not include unknown costs resulting from such factors 
return on capita] investment, etc. 


#4140 ~ 61— pt. 3--——19 
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PRELIMINARY TABLE 24.—Commercial grain storage survey of direct operational 
costs *—Frequency distribution of terminal warehouses in survey by size group 
showing number of facilities, total flow of grain, volume of grain handleq for 
others, and direct operational cost per bushel for in-and-out handling of grain 
for others 


ss —— ?. Owxx——— 


Volume Percent Average 
Size group (total capacity of facility) | Number] Total flow handled volume direct 
(bushels) of of grain 2 in and out handled cost of 

facilities of facility is of in-and-out 


total flow handling 3 














— see 





Bushels Bushels Cents 
16 | 41,328,718 8, 184, 424 19.8 44 
32 | 175,419,412 | 38, 833, 040 22.1 4] 
26 | 333,586,171 | 121, 462, 981 36.4 3.2 
22 | 560,324,966 | 165, 565, 086 29.5 37 
5 | 219,544,777 | 62, 893, 092 28.6 31 
ia mm che ender became 
a aca aes 101 |1, 330, 204,044 | 396, 938, 623 29.8 3.5 








1 These costs do not include indirect costs such as return on capital investment, etc. 

2 Represents total acquisitions and total dispositions plus volume of stored grain owned by others turned 
during survey year. 

§ Represents only direct operational costs and does net include unknown costs resulting from such factors 
as return on capital investment, etc. 


Mr. Patmpy. If this is done we would like for the word “prelim- 
inary” to appear on each table. As I mentioned earlier, there will be 
some further refinement of the survey data. 

There are several legislative provisions which relate to our storage 
operations. I believe it is appropriate to quote some of the more im- 
portant ones. The CCC Charter Act provides that the Corporation 
may— 


* * * Acquire real property or any interest therein for the purpose of pro- 
viding storage adequate to carry out effectively and efficiently any of the 
Corporation’s programs, * * * Provided, That the authority contained in this 
subsection (h) shall not be utilized by the Corporation for the purpose of acquir- 
ing real property, or any interest therein, in order to provide storage facilities 
for any commodity unless the Corporation determines that existing privately 
owned storage facilities for such commodity in the area concerned are not ade 
quate: Provided further, That no refrigerated cold storage facilities shall be 
constructed or purchased except with funds specifically provided by Congress 
for that purpose: * * * And provided further, That to encourage the storage of 
grain on farms, where it can be stored at the lowest cost, the Corporation shall 
make loans to grain growers needing storage facilities when such growers shall 
apply to the Corporation for financing the construction or purchase of suitable 
storage, and these loans shall be deducted from the proceeds of price support 


loans or purchase agreements made between the Corporation and the growers. 
** * 


The Charter Act also provides that: 


* * * In the Corporation’s * * * warehousing * * * or handling of agricultural 
commodities, the Corporation shall, to the maximum extent practicable, consist- 
ent with the fulfillment of the Corporation’s purposes and the effective and 
efficient conduct of its business, utilize the usual and customary channels, facili- 
ties, and arrangements of trade and commerce. * * * 

In addition the Charter Act provides that State and local regulatory 
laws or rules, if inconsistent with, shall not be applicable to the con- 
tracts of the Corporation. This is important because it makes possible, 
for example, for CCC to enter into uniform grain storage agreements 
with a warehouseman in any State although grain storage in public 
warehouses is regulated in a large majority of the States and, needless 
to say, warehouse regulations and rules vary from State to State. 
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The U.S. Department of Agriculture has also recently completed 
an analysis of the cost of operating binsite storage facilities owned by 
the Commodity Credit Corporation. 

Binsite storage facilities, to supplement regular commercial space 
when necessary, have been used by CCC for 20 years. 

The first bins were acquired before World War II, when heavy 
grain supplies built up in the late 1930’s and early 1940’s. During the 
war, when extra storage space was not needed, most of these facilities 
were sold to farmers or others to help meet a wartime shortage of 
buildings and materials for other uses. 

In the 1949-51 period, when total grain supplies again increased 
rapidly, CCC bought enough special bin site storage to bring the 
total space up around the 500-million-bushel level. 

After the Korean emergency, grain carryovers and total supplies 
started to pile up rapidly once more. Commercial space was not 
adequate to handle all storage needs. Beginning in 1953, it was neces- 
gary for CCC to add materially to its supplemental facilities. By 
1956, the last year when additional bins were bought, the total reached 
nearly one billion bushels. 

Currently, there are about 4,000 binsites, primarily on small leased 
tracts of land in the large grain-producing States. The heaviest 
concentrations are in the Corn Belt and Northern Great Plains areas. 

A total of 238,000 storage structures are located on these bin sites. 
The structures are primarily of two types: standard round bins, hold- 
ing 3,250 bushels of grain; and larger rectangular steel structures, 
with rated capacities of from 30,000 to 40,000 bushels. The total cur- 
rent capacity of all these facilities is about 985 million bushels. 

Corn is the principal grain stored on the bin sites, accounting for 
about 90 percent of the inventory in 1959. It has been necessary to 
hold corn in storage for an average of 314 years after it has entered 
the CCC binsites. Wheat, the second ranking crop held in this 
manner, stays in storage an average of 214 years. Small quantities 
of barley, oats, rye, and soybeans have been stored in the Government 
bins from time to time. 

The current analysis of bin site storage costs, which was started 
last August, was based upon operations in the 195® fiscal year (July 
1, 1958, through June 30, 1959). Data used in the analysis came 
primarily from fiscal records of the Commodity Stabilization Service 
and from detailed expenditure and operational reports from the 
State and county ASC committees which administer the binsite 
storage program in the field. 

The total capacity of the structures on binsites during the period 
of the cost analysis was 986 million bushels. However, allowances 
for the space necessary to permit turning and inventory management 
reduced the effective capacity to 888 million bushels. The monthly 
average occupancy during the fiscal year was 652 million bushels, or 
approximately 73 percent of the usable space. It is, of course, neces- 
sary in many areas to maintain available bin space in excess of that 
which can be expected to be occupied fully throughout the year in 
order to be in position to receive farmers’ grain at binsites during 
periods of peak delivery. 

The analysis shows that average per bushel “fixed” and operational 


costs for all grain stored on the binsites during fiscal 1959—not in- 
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cluding handling charges or “risk” expenses—were 5.1 cents per 
bushel, for the year. These costs included program expenses, such as 
maintenance and operation, depreciation of structures and equipment, 
and amortization of site improvements; administrative expenses in 
Washington and the field; and interest on the fixed property invest- 
ment. 

In addition to the “fixed” and operational costs, other expenses are 
incurred in connection with binsite storage. Handling charges (load- 
ing in and loading out) are not included in the 5.1 cent per bushel 
figure. These expenses total just under 7 cents a bushel, including a 
portion of county office administrative expense applicable to thi 
Service. 

Losses from shrinkage and deterioration—risk costs not included 
in the 5.1 cent figure—are another CCC expense. Analysis by Depart- 
ment of Agriculture specialists shows that average shrinkage on all 
grain in bin storage has averaged about two-thirds of a cent per bushel 
annually in recent years. Losses from grain deterioration are reported 
at somewhat less than this two-thirds of a cent. 

When price support grain is stored in normal commercial ware- 
houses, the warehouseman is responsible for shrinkage and deteriora- 
tion under the terms of the uniform grain storage agreement which 
controls such storage. 

In any comparison of the storage of CCC-owned grain at its own 
binsites or in commercial storage, there are other factors for consid- 
eration. The warehouseman usually stores grain in commercial busi- 
ness property in an urban area near markets or shipping points, and 
pays local and other taxes. The binsites, on the other hand, are gen- 
erally located on farmland near the point of production, and CCC 

ays no taxes of any kind. A warehouse must uipped to weigh, 
Eicesd and handle grain in many ways. Comparable equipment to 
take care of such services is not available at the binsites. 

Costs at the CCC binsites have been held down through careful 
supervision and administrative attention. The record is very good. 
Use of the bins when needed has helped avoid storage gluts, makin 
it possible for farmers to store their grain in an orderly — an 
providing space for the large CCC holdings of surplus stocks. 

It is clear, however, that the bins are emergency facilities, de 
signed solely for use as temporary grain storage, and not im any 
way as replacements for efficiently equipped commercial and co- 
operative storage when it is available. 

Referring back to the language I quoted from the CCC Charter Act 
a few minutes ago, I wish to point out that the Commodity Credit 
Corporation cannot buy or lease real estate for any storage facilities, 
including binsites, unless the Corporation determines that existing 

rivately owned storage facilities for the area are not adequate. This 
is in addition to the directive to utilize usual and customary channels, 
facilities, and arrangements of trade and commerce if consistent with 
effective and efficient conduct of the Corporation’s business. In the 20 
years that CCC has had binsites operations, these facilities have 
always been recognized as supplemental storage to be used at times 
when commercial facilities of the regular grain trade are not adequate. 
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I have been informed by civil service employees who have been em- 

loyed in the Department since the first bins were acquired that this 
one policy has been in effect through two administrations without 
substantial change. 

It should be noted that we have never attempted to utilize CCC 
binsites as storage for farmer-owned grain while it was under loan 
except in those cases where we had no need for bins and leased them. 
Therefore, insofar as assistance to the farmer is concerned the erection 
of commercial elevator space is of more assistance to him than the erec- 
tion of a CCC bin. 

The suggestion has been made a few times that perhaps CCC should 
erect a great many more bins because it can store grain in them at a 
lower cost than the warehouseman can store it for OCC. Wholly aside 
from the legal aspects of the situation and the provisions of the 
charter act which f have quoted, we do not believe that such a move 
would be desirable economically nor be in keeping with the traditions 
of a country which believes in the private enterprise system. Perhaps 
we could save some money by erecting more bins because we pay no 
taxes, we can operate without profits, and if we so desired we could 
keep our binsites filled with grain and permit the local warehouse to 
remain empty until he stopped attempting to compete with his Gov- 
ernment and sought some other nithad of making a living. This 
argument, fallacious as it is, can be advanced not only with respect 
to storage but the other services that we have performed for us. 

I have no doubt that if we bought a fleet of trucks to operate on the 
highways and barges to operate on the Mississippi and Columbia 
Rivers and other inland waterways we could save money. The volume 
of business we can control is such that our unit costs would be low. 
Also we could probably effect an apparent saving in storage of other 
commodities by acquiring warehouse facilities for cotton, tobacco, and 
peanuts. Here again we believe this would not be a service to the tax- 
payer nor to the farmers when all aspects of the matter are fully 
analyzed. I think this committee and any other that may consider 
the problem should think long and hard before recommending legisla- 
tion that would result in the displacement of private industry by the 
ownership and utilization of more Government facilities in the storage, 
transportation, and processing of agricultural commodities. 

I wish I could predict for you gentlemen in terms of dollars and 
cents the outcome of our current renegotiation of the uniform grain 
storage agreement. I think we will be able to effect some savings for 
the Government both in terms of lower rates and increased responsi- 
bility on the part of the warehouseman. I think that when we get 
through we will have an agreement that is fair to both parties. We 
are in a position where our bargaining power is very great. We 
could lay down unfair terms and say to the warehouseman, “You 
store on our conditions or you will find yourself with an empty 
house.” We must not misuse this power. If we did we would be 
unfair not only to the some 10,000 warehousemen with whom we do 
business but also to some several hundred thousand farmers who store 
grain on their farms under reseal programs at the same rate of com- 
pensation that the warehouseman received under the UGSA. Many 
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of these farmers have borrowed money to expand their storage facil- 
ities. Further, many farmers do not have facilities on their farm for 
grain storage either because they operate in areas where farm storage 
of grains is not safe or for other reasons such as their status as ten- 
ants. ‘These many farmers who do not have farm storage facilities 
would be denied price support for the grain they produce if we should 
cripple the industry with unfair storage rates. 

We do not plan to break faith with the farmers, with the ware- 
housemen, nor with the American taxpayers. This result will not be 
easy to achieve, but we shall certainly devote our best efforts to it. I 
believe your committee staff will keep itself informed on our progress 
in renegotiating the agreement. We will be pleased to cooperate 
with them or appear before your committee and report on the status 
of the renegotiations at any time. 

This concludes my prepared statement, and I will be glad to at- 
tempt to answer, with the assistance of those who are here with me 
today, such questions as you may ask. 

Mr. Chairman, I will say one thing: Just over the weekend we did 
prepare, I believe, seven charts. This was a rough rush job, but I 
am quite proud of it. They picture quite graphically what has hap- 
pened to the storage industry, and if you wish, we could go through 
them very rapidly. It is your pleasure. They are pictures, that is 
what they are, of what has happened in the storage industry. 

Mr. Fountarn. The committee would be interested in seeing what 
you have. 

Mr. Patmpy. Chart No. 1 issimply a picture of the storage capacity 
in the United States starting with the year 1952, the capacity of ware- 
houses that had contracts with us. 

Let me hasten to point out, as I think I did the other day, that in 
this period here, and prior to this, there was a considerable amount 
of commercial space in this country that did not apply under the 
UGSA. 

Mr. Picxarp. I suggest to Mr. Palmby, in referring to the chart, 
if he will mention the year and also any other figures he wishes to 
refer to, the record will be clearer on that point. 

Mr. Patmepy. Starting with that year, 1952, the storage capacity, 
commercial and CCC bins: You can see the rapid jump in commer- 
cial facilities from 1953 to 1954. There was a need for it; there were 
some incentives in effect, not the least of which were the occupancy 
contracts of 1954, and some thinking that this storage problem would 
be with us for a considerable time. These things caused the storage 
industry to expand rather rapidly in 1954. 

By the way, there were some bins purchased by CCC also, so total 
capacity continued to expand even more rapidly. 

Coming to the year 1955, nothing very spectacular took place in 
commercial expansion. 

In 1956, there was further expansion of CCC’s holdings. This 
was the last year in which the Government purchased bins. We had 
reached the point that year of a little bit under 1 billion bushels of 
owned capacity and from there on that area remains the same. 
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But this commercial expansion again was due to some encourage- 
ment on our part in Government, particularly in pointing out the 
needs in the areas which were short of storage. Prior to 1955, there 
was a limited expansion in the Corn Belt area. There was some re- 
luctance to expand very fast to store corn, but beginning with the year 
1956 the Corn Belt began to take hold of this thing and began to 

xpand. 

: ollowing, in 1957, the continued climb of commercial expansion, 
Government holding remaining static. And then, following that, a 
still more rapid climb in commercial expansion in 1958. And then, 
looking ahead to 1959, a still greater commercial expansion, not to the 
extent of that in 1958, however. 

Now, to give you the picture further of how we look at the present 
agreement, I think it should be stated that—you see how rather spo- 
radic and not too even this expansion was prior to 1956. I think I 
could describe it by saying we achieved commercial expansion reluc- 
tantly—reluctantly because our inventories were high, our takeovers 
were large—but it still was not coming fast enough to handle the 
takeovers, so the Government supplemented it. But beginning with 
1957, there was enough incentive in the present agreement negotiated 
in the fall of 1955 and the spring of 1956 to attract capital to the stor- 
age industry. And so we did have a very rapid commercial expansion 
in 1957 and 1958 which also continued on into 1959. 

So, giving the picture from our side, we “squeaked by” in 1956. 
Without any Government purchase in 1957, we still managed to 
“squeak by,” but many of us who were responsible for the inventory 
were afraid up to the last minute that we could not accommodate all 
the takeover. 

In 1958 we got through comfortably. 

By the year 1959, which was a year ago, we could see that expansion 
was coming fast enough and that there was enough incentive in the 
contract, so that it was time to make a broad study of this whole thing, 
and so that is where we are currently. 

Now, if there are questions on this—— 

Mr. Founrarn. As I observed the graph, your commercial storage 
in 1959 is approximately twice what it was in 1954; is that right? 

Mr. Patmsy. Yes, sir. 

Mr. Fountain. Maybe just a little bit less. 

Mr. Patsy. Yes, sir; that is right. 

Mr. Founrarn. Will you duplicate these graphs for us so we will 
have them in a smaller form for our record ? 

Mr. Patmpy. We can take pictures of these page sizes for your use. 

Mr. Founrarn. Any questions on this particular graph ? 

(The chart referred to follows :) 
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STORAGE CAPACITY OF COMMERCIAL WAREHOUSES 
AND CCC-OWNED BINS AT JULY | 1952 THROUGH 1959 











1952 1953 1954 955 (956 1957 1958 1959 


Mr. Lancen. I would have just one question. 

In referring back to your question, I will again note the expansion 
in commercial storage has been about doubled since 1954. 

Is that all new storage, or again are there warehouses that have 
entered into contracts? 

Is there any way of knowing how much of that is new and how 
much is brought about by new contracts? 

Mr. Pautmpy. I cannot give you the exact figure or a firm state- 
ment on it but the commercial storage capacity, as of today, is twice 
what it was in 1954. 

Mr. Founrarn. In 1960 it will go up some more. 

Mr. Patmpy. We have asked commercial people as well as our com- 
modity office directors about this. They feel that, as far as new capi- 
tal coming in, and new contracts being let, that it is practically ata 
standstill, but there is still some construction underway. 

Mr. Founratn. Do these commercial storage figures include both 
conventional and nonconventional ? 

Mr. Pautmpy. Yes, except I cannot define any more “conventional” 
and “nonconventional.” I say it this way, Mr. Chairman, because 
what was nonconventional 6 years ago in the eyes of some people is 
conventional today. But, if you confine it to the flat, rather slow- 
moving type of operation, yes, sir; this includes all of it. But there 
are some new houses going up today that do not have the elaborate 
headhouse that we used to have. Generally there is a headhouse con- 
nected with them and if you call this a conventional unit, and then 
accompanying is a supplemental or nonconventional—yes, sir; this 
includes everything. 

Mr. Founrarn. In keeping with that definition, are you able to 
approximate how much of this commercial storage is nonconventional 
as compared with conventional ? 
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Mr. Patmpy. No; we can’t. We have some figures in our study. 
How meaningful these will be, I do not know. We still are not that 
far along in the analysis 

Mr. Fountain. For instance, we know of one instance where a 
former bank building is used for storage. Would that be considered 
conventional or nonconventional ? 

Mr. Patmpy. I would assume under the definition it would be non- 
conventional, but again it would be very difficult for me to give you 
a definition of “conventional” versus “nonconventional.” 

Mr. Fountain. Mr. Smith. 

Mr. Smiru. Under normal conditions where you did not have a 
large Government grain storage pee how much of this storage 

e that you are referring to would you say would be needed by 
etrade in regular grain merchandising requirements? 

Mr. Patmsy. I can’t answer that, Congressman. 

In the period studied, in the fiscal year in which we made our study, 
which was the fiscal year of the warehouseman interview, we owned 
about 2.4 billion bushels of grain. You can plainly see if that was 
not there, there would sure be an awful lot of surplus space, but as 
to how much commercial people would need under different circum- 
stances, I just cannot answer. 

Mr. Smiru. The reason I asked that is, I notice according to the 
newspaper that Roy F. Hendrickson, executive secretary of the Na- 
tional Federation of Grain Cooperatives, in addressing a meeting 
Thursday, January 28, said this, and I quote: 

Grain merchandising requirements for facilities under normal conditions will 
require only 25 percent of your current storage space. 

He is in a position to have a fairly good idea. That sounds awfully 
low to me, but, nevertheless, according to what he says, then, the vast 
majority of this new space that has been created here is space that 
would not have been needed at all had it not been for the Government 
being in the grain storage business. 

Mr. Patmpy. I think that is exactly right. I can’t disagree with 
that. I would not disagree with Roy Hendrickson. The only ques- 
tion I would ask him would be, What are normal conditions? We 
always have trouble in finding normality, on this. 

Mr. Smiru. At least we would be safe to say a large share of this 
storage is newly created business. 

Mr. Patmpy. Yes, sir. 

Mr. Smrru. And not really replacement of any business they had 
atall. Itis brandnew created business. 

Mr. Patmpy. Very little replacement Iam sure. There is certainly 
some normal replacement; however, it should be pointed out, Con- 
gressman, that in many of the rural areas in which you are familiar, 
there has been a tendency to replace the old team and wagon type of 
what we call elevator. I know you are familiar with this. So that 
in place now of old wagon dump they used to have, we have in 
almost any grain-producing community a modern warehouse with 
modern equipment, as we pointed out in the statement. So to this 
extent it certainly has upgraded the quality of the facility out there. 

Mr. Smrru. The reason I asked this—I will not pursue it very far 
as 1 understand it is the subject matter for tomorrow—when we get 
ito this matter of a policy as to whether or not the Government 
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should build storage facilities to take care of the overflow from here 
on out, we are concerned a little bit with what some of them cal] or 
say that the private trade should not be replaced. 

It seems to me that what you said now just completely confirms the 
fact that we are not replacing private trade at all. What we are 
doing is creating a new market completely, there is no replacement 
involved at all. 

Mr. Pautmsy. As I have surveyed and seen many of these new, what 
I would call supplemental units that the established grain men have 
alongside their larger headhouses, they quite often are what I would 
choose to call dual-purpose buildings, so that while they are well 
aerated, and they can handle grain rapidly, they also could be used 
for a great number of purposes. 

Mr. Smiru. You are speaking of flat-type storage being built for 
15 to 20 cents per bushel. 

Mr. Patmpy. I question your 15- to 20-cent figure, but these build- 
ings have potential uses such as wholesale houses and so on. I am 
just quoting the things the grain men tell me they expect they will 
do with these units when they are not needed for the storage of grain. 

Mr. Founrarn. Can you tell us, or do you have a graph indicating 
for each of those years, the amount of Government bins unoccupied! 

Mr. Patmpy. No, sir; we do not have but we would be happy to 
prepare this. We could do it by tomorrow, I am sure. 

Mr. Founrarn. I think that would be good for the committee to 
have that. 

Mr. Naueuton. We have some figures on that. 

Mr. Founratn. Mr. Naughton says we have some figures. We 
might refer to them later and have you verify them. 

Mr. Paumpy. We would be happy to depict it on a graph. 

Mr. Fountain. May I add, if you can put that on a graph, and it 
will not be too much trouble, I think it will be fine. 

Mr. Patmpy. I think we can get it done by tomorrow. We will do 
our best to try to do so. 

(The chart referred to follows :) 


STORAGE CAPACITY OF CCC-OWNED BINS OCCUPIED AND 
NOT OCCUPIED AT JULY I, 1952 THROUGH 1959 
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Mr. Paumpy. This table is a graph of the storage and handling 
costs incurred by CCC for fiscal years 1953 through 1959, and esti- 
mated cost to be incurred in fiscal years 1960 and 1961. 

These last two are always on rather shaky ground in making esti- 
mates but we did take a “whirl” at it. 

(The chart is broken down by commodities and follows) : 


STORAGE AND HANDLING COSTS INCURRED BY CCC FOR 
ASCAL WEARS 1953 THROUGH 1989 AND ESTIMATED 960 AND 96) 


Miltions of Dollars 








1953 1954 1955. 1956 (957 1958 1959 1960 1961 


1960 & 1961 (eetimated) 


including cost of Government owned facilities. 
»y Barley, grain sorghum, oats & rye. 


Mr. Patmby. We had no reason to prepare this, other than to give 
you a picture of cost of storing our inventories. You can see as we 
look ahead, that wheat is and will be costing us more than the others. 

Mr. Founrarn. What about corn ? 

Mr. Patmpy. Well, here is the corn here [pointing]. 

Here again I know this is contrary to some of the statements that 
were made here last Thursday, but it is our considered judgment, and 
this is about the way it will look. I know that we are not asking for 
everybody to agree on this. As I say, we used the best technicians 
and the history of what has happened before, and this is the best 
estimate we can come up with. 

Mr. Smiru. You are estimating then as I see it, the corn takeover 
next fall will be almost nil. 

Mr. Patmpy. Oh, no. 

Mr. Fountatn. It will be the same as it was in 1960. 

Mr. Smiru. If you have the same amount of storage. 

Mr. Patsy. It is just a little more here you see, Congressman. 

Mr. Smiru. It is very little more. 

Mr. Patmpy. It is very little; that is right. 

We think that is probably not too far off. 

Mr. Smrrx. Do you think there is going to be real bad weather 
this summer ? 
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Mr. Unveruiiy. There will be dispositions, of course, to offset some 
of the takeover. 

Mr. Smrru. How do you reconcile that with the fact we had a 
te een corn crop, and we consumed 600 million bushels 
ess. 

Mr. Patsy. I assumed we would get into this; I did not see these 
here until this morning. I asked the technicians to come up with their 
best estimates. I think, for proof that nobody made any biased state- 
ments to them; they came up unusually high with wheat. I can 
hardly justify that higher column on whaall but I do not question 
those particular technicians and their judgment on it. 

Mr. Navenron. Are the technicians who prepared this here, Mr, 
Palmby? 

Mr. Patsy. No, sir; they are not here. 

Mr. Sorru. I think it would be real interesting if we could have 
have them here to testify how in the world we are going to get by 
without any new corn storage. 

Mr. Patmpy. Mr. Chairman, I will say this: You are not going 
to get a technician or policy man to tell you exactly what we are 
going to take over this fall in corn. We cannot do it, as we said the 
other day. 

Mr. Founrarn. He can give us the factors he considered in coming 
to that conclusion. 

Mr. Patmpsy. Yes, sir. 

Mr. Fountarn. I think we would like to have the one or several 
who prepared this to enable them to make some comments on the 
graph. 

Mr. Unverut. The people who prepared this particular graph 
took it out of budget estimates, I am sure, so we would have to go 
back to the people who prepared the budget estimate some time ago. 

Mr. Fountarn. They are pretty far removed from the grassroots 
operations in your department, aren’t they ? 

Mr. Unveruiiy. Perhaps at times. 

Mr. Fountatrn. If they are as far as removed in their predictions 
on this as they are on some other things, we are in pretty bad shape. 

Mr. Patmsy. I will hasten to add, though, our projections on take- 
over, and on needed storage, have kept us out of trouble at least for 
the time that I have been in Washington, and I take no credit for this. 

Mr. Naveuton. That depends on what you call trouble. 

Mr. Patmey. I am referring to the 1948 fiasco. We have not had 
that kind of trouble. 

And we are very proud of the condition in which we have been 
able to take over takeover and in turn handle our stocks after we 
take them over. 

Mr. Navueuron. Mr. Palmby, speaking of the 1948 fiasco: One of 
the factors contributing to that, as I think Mr. Truman informed the 
country, was that the 80th Congress had passed a restriction which did 
not allow the Commodity Credit Corporation to acquire its own stor- 
age facilities. 

Do you have a recollection of that? 

Mr. Patmpy. This was before I was with the Government. I know 
there was some reason or other there were no bins bought. 

Mr. Navcuton. Congress had passed—the 80th Congress passed 4 
restriction prohibiting CCC from acquiring any interest in real estate 
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for the purpose of storing commodities, which meant that they could 
not build any bins. + 

In 1949, the 8ist Congress immediately changed that provision so 
that CCC could acquire bins. However, getting back to this defini- 
tion of what trouble is, I note here that total storage costs for grain 
had increased from $103 million in 1953, fiscal 1953, to $457,400,000 
in 1959. 

Wouldn’t you call that trouble for the taxpayers? 

Mr. Patmpy. Yes, sir; very serious trouble. 

Mr. Naventon. Granted there has been a good job I think of han- 
dling the grain. 

Mr. Fountratn. You are talking of trouble in terms of having the 
space available to take care of it? 

Mr. Patmpy. Yes, sir. 

Mr. Fountatn. We are interested in that. We are also interested 
in the cost to the taxpayers, a group that includes all of us in this 
room, I imagine. 

Mr. Smiru. Mr. Chairman, I would be particularly interested in 
that corn schedule if it is possible for the person to come here and tell 
us how he calculated that estimate on corn. 

Mr. Fountain. Mr. Smith is from the great corn State of Iowa, 
so if you can do that, we would appreciate it. 

Mr. Patmsy. The only thing I am hesitating on it is, I want you to 
understand those estimates are never one man’s. Now, we will see 

Mr. Fountrarn. Maybe one man or two men will know the facts 
which were taken into account simply to get them into the record. 

Mr. Smiru. You would agree, Mr. Palmby, would you not, in order 
for the corn estimate to be proper you would have to assume the 
market price of corn is going to be in excess of $1.1214. 

Mr. Patmpy. You are not going to get me to predict the price of 
corn on the market. I will tell you why. I still go back tothe weather 
on this. 

Mr. Smiru. In order for the takeover of 600 million bushels not to 
come about, you would have to have the market price above the sup- 

rt price; would you not? 

Mr. Patmpy. Not necessarily. Keeping in mind there is a physical 
limitation now between now and the end of the loan period of the 
amount of corn that can come under loan. 

Mr. Smirn. Due to the moisture content in Iowa and Minnesota? 

Mr. Patmsy. Yes, sir; and the physical crib facilities that would 
accommodate such corn. And, as I explained last week, the dopesters 
since last summer were going to have us take over as much as a billion 
bushels of corn. There is nothing that has happened to date that will 
indicate there is going to be any unusual price-support pattern on 
corn. 

Mr. Smiru. There is already more than 600 million bushels under 
loan; isn’t there ? 

Mr. Patmpy. Oh, no. 

Mr. Smrrn. How much is under loan at the present time? 

Mr. Patmey. We do not have current figures. 

Mr. Smiru. According to the projections I saw in the paper a couple 
of days ago, it is running almost equal with a year ago. That brings 
it IN excess, 

Mr. Patmpy. As of December 31, we had 122 million put under 
price support, 
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Mr. Smita. How much did you have a year ago, then ? 

Mr. Patmpy. Somewhat less than that; 108 million a year ago 

Mr. Smirn. And then they have until what, May 31; is that right? 

Mr. Patmpy. Yes. 

Mr. Smiru. To conclude the signing of purchase agreements ? 

Mr. Patmesy. That is right. 

The purchase agreements are always heavier in a year such as this 
wl = on moisture : high. : 

r. Fountain. Any other questions in connection with th . 
Mr. Naughton ? : ; —— 
_ Mr. Naventon. On this takeover situation, Mr. Palmby, it is true 
is it not, when corn is wet as the 1959 crop was, that it is slower com- 
ing under loan because it has to dry down more? 

Mr. Paumpy. Yes; it follows two patterns. Again, if the weather 
is favorable, and it would indicate generally through the latter part of 
the loan period the price-support activity will be greater. There is 
no question, but I will guarantee you the purchase agreement activity 
will be greater ; in fact this I know. 

Mr. Naveuton. You have been talking about the weather. Is there 
any prohibition against the producers to use mechanical equipment to 
dry corn down to meet the price-support requirements ? 

Mr. Patsy. No, sir; we have drying facilities loans even under 
our farm facility loan program. 

Mr. Navenron. If the price of corn is below $1.12 a bushel in the 
market around the end of March and the first of April, do you think 
that you will find a great increase in the amount of drying that is 
betings done on corn which might otherwise be too wet to come under 
loan ? 

Mr. Patmpy. Again I go back; the farmer is a businessman like 
anyone else. If he can net more money, by drying or arranging to 
have his corn dried, although he will have less bushels because the 
water is out of it, but if it is a moneymaking proposition, he will do 
it. Under present market quotations out there, there are many areas 
when it is a break-even deal today. This is why, in many areas in 
the Corn Belt where corn is quite wet, there is not the activity in kiln 
drying as people would think there would be. 

Mr. Naveuron. Isn’t it also true in the years prior to 1959 that— 
of course from 1956 through 1958, you had two support rates, the 
high rate and and the low rate—the market price was always below 
the loan rate? 

Mr. Patmpy. No, but there was a period of time for 2 years at 
which time it was. 

Mr. Navueuton. Generally speaking, it was always below the high 
rate, was it not, and usually at least slightly above the lower support 
rate, the noncompliance rate? 

Mr. Patsy. No; there was a period of time—this is the only way 
I can define it—in each 1 of the 3 years, when the price was above 
the low loan rate generally in the Corn Belt, but each 1 of the 3 years 
there was some put under loan at the noncompliance rate, and in each 
year we took over some, which meant at takeover time the farmer 
fared better netwise, than he would have had he redeemed it and paid 
the small amount of interest. 

Mr. Naventon. But the corn eligible for the high support rate, 
which was much higher than the market price, was only a small frac- 
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tion of the total production, that portion which was grown by pro- 
ducers who complied with acreage allotments. 

Mr. Paumey. Or going one bit further: Only a small amount of 
that which was eligible came under price support. 

Mr. Naveuton. And this year since you have no high loan rate 
at all and all corn grown in the country is eligible at the lower rate, 
there is a much larger pool of corn from which you are likely to be 
receiving corn for takeover, is there not? 

Mr. Patmpy. Yes, sir; that is right. 

This is a new chart, Congressman, if I may move on, showing the 
results of our commercial grain storage survey. It breaks down the 
distribution of revenue by function for the country and terminal 
warehouses. This is just a factual chart, and I think it tells a little 
story. The most interesting one it tells me is that storage earnings 
are a smaller percentage of total earnings than many people think. 
So, looking at the gross revenue from those houses, you will see the 
country warehouses earn 30 percent of their gross storing grain for 
others, including CCC and for the terminal warehouses 50 percent 
of their revenues is from storing grain for others. 

Now, peculiarly, the merchandising return from both houses is 
almost identical, a little over 21 percent, and the same can be said of 
handling, which, of course, is again another area of our agreement 
that we have not talked about. 

And then, as you would expect this area in here which has to do 
with processing and so on, is greater for the country houses than it 
is at terminals. I think that can easily be explained, as can this 
other column, for country houses are set up to do more services for the 
producer, certainly in processing ceed than the terminal. I 
think that is about all I have to say, unless there are some questions 
on that chart. 

(The chart follows:) 


COMMERCIAL GRAIN STORAGE SURVEY 
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Mr. Fountain. Are there any questions ? 

Mr. Naueurton. I have a question. 

Mr. Palmby, of that 30 percent of the revenue of the country ware. 
houses which is applicable to storing grain for others, what percent. 
age of that would consist of revenue from the Commodity Credit 
Corporation ? 

Mr. Paumpy. I thought you would ask that, and I cannot give you 
the figure—a very high percentage. 

However, I will put it this way: Probably not quite as high a per- 
centage of this 30 percent is from Commodity, as is the 50 percent 
from terminal. 

Now, the reason I say that is that country houses earn a good deal 
of storage from producers through the original loan period and be- 
fore a commodity comes into our inventory, whereas there is also some 
of that in the terminal, but not as great a percentage. 

Mr. Naveuton. Do you have figures to show how the total income 
of all grain storage warehouses in the country—the total revenue 
from storage of grain for others has increased over the years from 
fiscal 1953 ? 

Mr. Patmpsy. No. 

Mr. Navueuton. We have figures as to the amount the CCC has 
paid, but I was just wondering, are total figures available? 

Mr. Paumpy. No; they are not. You see, this was a 1-year study 
we have here, and I do not know how we could arrive at a figure for 
any other period of time. 

Mr. Naucuton. Of course, we know the total carryover of grain 
has increased, oh, perhaps three or four times, has it not, in the past 
6 or 7 years? 

Mr. Patsy. Yes. 

Mr. Naventon. That portion of it which is stored in warehouses? 

Mr. Paumpy. Yes. 

Mr. NaucuTon. So, it would follow, I guess, the revenues of the 
warehouse industry for the storage of that grain would have in- 
creased at least as much and perhaps somewhat more because the 
rates are higher. 

Mr. Paumpy. You are tying it to what year? 

Mr. Navucuton. Starting with—we will say from 1952. 

Mr. Patmpy. I would expect so. I have no basis to comment on it 
factually. 

Mr. Naverron. However, it is likely that the total revenues being 
received by persons who were in the business of storing grain for 
others are now three or four times what their were back around 1952! 

Mr. Paumpy. I think so. 

Mr. Navueuton. Many of these new warehouses probably are stor- 
ing pretty much 100-percent Commodity Credit Corporation grain, 
are they not, particularly in the case of corn ? 

Mr. Paumpy. What level are you talking about, terminal or 
country ¢ 

Mr. Naueutron. Country warehouses. 

Mr. Paumey. Of course, what I tried to refute when I first started 
to talk is involved. We are on our study, as it revealed to us—and 
then we applied this to all of those who had contracts with us and I 
am sure you get all extremes—those that do very little but store 
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Government grain and I do not think it is any more true of the Corn 
Belt than any other area—maybe not as true. 

Then you get those storing a little Government grain, as a side- 
line. So you have all variations. 

Mr. Naventon. Of course you have a good bit of storage being 
done in the wheat areas for producers who bring their wheat in when 
it is harvested and get warehouse receipts for the storage and later 
turn the warehouse receipts over to CCC. In the Corn Belt it is not 
nearly as prevalent, is it? 

Mr. Patmsy. No, except there is another commodity that has crept 
into the Corn Belt that has had a real influence on that, that is soy- 
beans. There are a good many soybeans stored in warehouses today. 
In fact, we think about 50 percent of the soybeans at harvesttime go 
to commercial houses and about 50 percent stay on farms. Don’t you 
hold me to that percentage, but it is just a good judgment figure. 

And, so this again would be reflected in your Corn Belt country 
houses. 

Mr. Smirx. Mr. Chairman, some of the estimates on profits from 
blending Government grain, especially wheat, run as high as 4 and 6 
cents. Is that considered merchandising or handling? 

Mr. Patmpy. I expect there is a profit made in blending grain. Re- 
member, CCC is the bigest blender there is. 

Mr. Smirn. At what level? We were told in Iowa that they would 
not let them blend their corn. 

Mr. Patmey. You are talking about wheat? 

Mr. Smrrn. Yes; I am talking wheat now. 

Mr. Patsy. We move wheat from country to terminal position, 
and when we move it en masse, if this is not a blending operation, 
then I do not know what a blending operation is. 

So, your question was, where would this show aa If there is 
gain made through the blending operation—I would hope it would 
come in the merchandising area. I look upon these grain houses as 
being merchandisers of grain. 

It seems to us, generally, that the two biggest functions that the 
warehouse and, in turn, the grain industry does for producers is, 
first, merchandising the grain, and then I think we would have to 
say outside of the extra services, storage is second. I hope this is 
the pattern under which the grain storage industry has a reason 
for its existence. I think they would agree with me. 

Mr. Smirn. Of course this comes about due to the fact that ware- 
houses are storing Government grain commingled with their own 
and so actually we have then the Government cost coming not only 
into the 30.1 percent, and 9.4 percent, but also into that 21.5 percent 
on country warehouses. 

Mr. Patmey. Of course, Congressman, you can run any amount 
of these figures together, and that is why the grain storage industry 
has been critical of our study in many ways. You just cannot allocate 
all of the cents out of a dollar to one particular function. They 
overlap. But this is what our study tried to do. The men that we 
sent out were auditors on this study, and they sat down with the 
warehousemen or the man he delegated and said, now, we want to 
breakdown your costs, and so this was a consultation, man-to-man 
kind of an arrangement. What I am saying is, you talk to some 
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warehouse, and they would disagree, as regards their house, with 
this allocation of cost, but overall we feel we got excellent coopera- 
tion and we feel the allocation is as near accurate as any one can 
get it, particularly on this number of houses. 

Mr. Naventon. Mr. Palmby, some of these new flat storage houses, 
which have been built without headhouse equipment, are not adapted 
to do much besides store grain, are they? ‘They are not particularly 
well adapted for merchandising? 

Mr. Patmpy. That is why I made the reference I did here a bit 
ago, that they are multiuse houses and certainly you have in mind 
that they cannot be emptied and filled as kane and conveniently, 
so they might be more expensive to handle the grain in and out. 

You have all variances there again, and they have become increas- 
ingly tough on approving houses, particularly as regards emptying 
and filling, so that just because a house is flat does not necessarily 
mean it is not a fast-moving house, and that it can be handled pretty 
cheaply, but by the same token it may be a very expensive iad 
and a rather slow house in handling grain. Any house, if it keeps 
grain at a reasonable cost, and you can fill it or empty it rather 
rapidly, I think it is conducive to merchandising grain. 

You cannot apply any set formula, just because the erection is of 
a different type. I do not think it necessarily holds it as being good 
or bad to perform the function. 

Mr. Navueuron. There have been some flat warehouses built by 
people not previously in the storage business, which have been used 
solely for the storage of CCC grain, or almost entirely for that, have 
there not? 

Mr. Patmpy. Yes. 

Mr. Unveruiii. They would be included in the average. This 
chart gives the average pattern. 

Mr. Navueuton. The long-established country elevator that services 
his customers with gasoline and perhaps lumber and performs other 
services along with it, would have a relatively pas it percentage 
of income from storage for others; whereas a flat house which a 
group of dentists or doctors might have built to store corn for CCC, 
would have almost 100 percent of its income from CCC. Your analy- 
sis of all of these various operations comes up to this kind of an 
average. 

Mr. Fountarn. Do you know of any doctors and dentists in the 
business ? 

Mr. Naveuton. There have been reports of that. 

Mr. Smirn. There are lots of them. 

Mr. Patmpy. Mr. Chairman, I can refer you to a group—I do not 
know if there are any doctors or dentists in them—but I know there 
a some pretty good businessmen in it who are pretty sick boys 
today. 

This frankly disturbs me a good deal. I think anybody that does 
have a conscience in government, and most of us have one, to hear 
of these things talked about in this way, that doctors or dentists or 
people inexperienced in grain handling have come into it, and this 
is what I meant in my statement when I said, “attracted by these 
statements of unusual profits.” 

Frankly, no one knows what his profits is in handling Govern- 
ment grain until he has emptied out his house and has made final 
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settlement with the CCC. This is not a 1-year proposition as a rule. 
In fact, it is very rare. I know that some of them are going to get 
hurt, and get hurt bad. We have had experiences where it has 
already happened. 

We have been very choosy and our field offices are getting tougher 
all the time in the type of personnel they require be assigned to 
manage a grain house. This is because of experiences we had years 
ago when some of these places did not have a competent management. 

Mr. Founrarn. Are there any other questions? 

Mr. Naventon. No; not on that point. 

Mr. Pautmpy. This is what we referred to again in the statement as 
the total direct operational cost per bushel by major cost items. 

Here on the next chart we have operating costs broken down into 
country, terminal, and all warehouses. If you will direct your atten- 
tion for a minute over to “A]] warehouses,” over there it is just a mat- 
ter of how we broke down costs in this study and then grouped them 
together. 

‘ou can see we have depreciation on building and equipment, other 
fixed costs, taxes, rentals, and so forth, and then personnel expenses. 
They run surprisingly close, and insurance, repairs, fumigants, and 
then all other variable costs. 

(The chart follows :) 


COMMERCIAL GRAIN STORAGE SURVEY 


TOTAL DIRECT OPERATIONAL COST PER BUSHEL BY MAJOR COST ITEMS 


Cents Per Bushel 
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Mr, Fountain. Deduction of depreciation on building and equip- 
ment, of course, was one of the incentives for them getting into busi- 
ness, isn’t it ? 

Mr. Paumpy. You are referring there to the rapid amortization. 

Mr. Founrarn. Rapid amortization? 

Mr. Patmpy. Yes. The final year in which they could apply for 
rapid amortization was 1956. 
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Mr. Unverutu. That is my recollection. 

Mr. Patsy. So, referring back just a minute to the first chart, ac- 
tually the big buildup in commercial expansion did not come until 
after 1956, so there is not as much space as you would think that did 
use the rapid amortization privilege. 

Here again it is not a clean-cut thing. There are many houses that 
build a supplementary unit and use it. There were some, but a limited 
number of new houses that were built under the rapid amortization 
privileges. 

I am taking a lot of time, Mr, Chairman, if there are no questions, 
I will move along. 

Mr. Fountain. We would appreciate it if you would duplicate each 
one of the charts for the record. 

Mr. Paumpy. We made them in colors which. we think will picture 
nicely in black and white. We will do that. 

Here is the range in cost per bushel by capacity. 

(The chart follows :) 


COMMERCIAL GRAIN STORAGE SURVEY 


RANGE IW COSTS PER BUSHEL BV CAPACITY 


(Cumulative Percentages) 
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This refers back to that figure of taking terminal, where the average 
cost of these operations is 8.6 and then the country over here [point- 
ing], the average operational cost is 10.1. We drew this graph, which 
in my opinion is questionable. I do not know whether it 1s too clear or 
not, simply to depict that if at any time Government and others needed 
80 percent of their storage capacity, then in order to cover fixed costs 
for the last bushel, they would have to go to something over 11 cents 
for terminals and just under 13 for the operational cost per bushel. 
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The chart does present in graphic fashion the great variance in 
operating costs. 

Mr. Smrru. Did you on this other chart you had, in that deprecia- 
tion of 3.4 percent for country elevators, you have included in there 
the depreciation on their facilities that are not related to storage? 

Mr. Patsy. No, sir. 

Mr. Smitu. That isstrictly the storage facility ? 

Mr. Patmsy. Let me give you how we did it. 

We took their depreciation account, and our auditors sat down with 
theirs, or with him, and they arrived at what percentage of that should 
be applied to the cost of storage. 

Me Smrru. I noticed that the storage costs for the country elevator 
was over twice what it was for the terminal warehouse. 

Mr. Paumpy. For depreciation ? 

Mr. Smirn. Yes, it seemed to me there must be something else 
blended in there, I do not see how that could be that much more? 

Mr. Pautmpy. 3.4 cents per bushel as compared to 1.6 cents per 
bushel for the terminal, yes. 

Mr. Unperuitt. Terminal costs may be depreciated over 50 or 
60 years, as compared to shorter depreciation periods on the average 
for the country house. 

Mr. Smirnu. It would be higher partly due to the fact the law 
permits the rapid amort ization? 

Mr. Patmey. I am sure it would be, and because of the type of 
structure, because wood and some structures are more temporary in 
nature. 

Mr. Smirn. Instead of giving them a break for rapid amortiza- 
tion, it makes it look as though the cost per bushel is more than it 
really is. 

Mr. Patmpy. Here, again, you are questioning the arrangement 
acceptable between them and the Internal Revenue. We haven’t 
gone behind that. 

Mr. Smirn. I do not say you should. 

Mr. Patmpy. It makes a difference. 

Mr. Smirxu. It makes it look like it costs more, due to the fact 
we gave them a break on taxes. 

r. Patmsy. That is correct. 

The next chart is on a per-bushel cost basis by percentage of the 
houses. It is really not too significant. 

It tells the same story again, that if at any period of time we 
needed 60 percent, for instance, the cost of the houses with which 
we had to deal are going to get over into this area of between 10 and 
12 cents on the operational costs, whereas if we were at any time try- 
ing to deal where we needed 85 or 90 it would come over into the 
20 cents per bushel area. 

The purpose of both of these graphs here is to present to you some 
of the problems we have in negotiation. 
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COMMERCIAL GRAIN STORAGE SURVEY 
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Mr. Fountain. It is certainly a wide variation there, between the 
low and the high. 

Mr. Patmpy. A very wide variation. 

Mr. Smirn. Does this reflect in any way the in and out charges 
or costs ? 

Mr. Paumpy. No, sir. Storage only. All the charts we are using 
this morning are on storage only, nothing on handling. We have not 
analyzed our handling far enough yet to get to this stage. 

It looks now as regards handling, like it is not going to be as easy 
to put it on a chart. 

Here is one that we had done up and at the last minute it was 
questionable whether we should bring it or not. The reason why we 
questioned it is, it does not tell too much, and then as regards ter- 
minal there probably are some things in here in a preliminary way we 
cannot answer this morning. 

The thing is we were getting at in this chart is size. These country 
houses, with less than 100,000 bushel capacity, have quite a bit higher 
operational cost figure than larger country houses. However, larger 
country houses do not seem to vary as much in operating costs as 
might be expected. 

warn you, these are preliminary figures, and I am not too happy 
with the way this chart comes out. 
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COMMERCIAL GRAIN STORAGE SURVEY 
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Mr. Founratn. We may have some questions tomorrow in con- 
nection with those charts, or maybe at some later date. 

Mr. Patmpsy. Then the terminal data, I guess speaks for itself, but 
it seems when you get over half a million bushels that the cost takes 
a jump, and then when you get up over a million and a half, they be- 
gin to come down on a per-bushel basis. It seems in our preliminary 
study at least, when you get up over 10 million, they hit a low point. 


Factually I cannot comment on this at this point, this is prelimmary 
right now. 


Mr. Smiru. Mr. Chairman. 
Mr. Founrarn. Mr. Smith. 
Mr. Smiru. Have your terminal warehouses been able to keep most 


of their capacity most of the year in comparison to country elevators? 
Mr. Patsy. Filled? 


Mr. Smiru. Yes. 

Mr. Paumsy. In the year of the survey again—do you recall what 
that was—— 

Mr. Smrru. In other words, to put it a little different way, is it not 
true some of your grain is taken out of country warehouses much more 
often than it is out of the terminal warehouses? 

Mr. Patmpy. Let me tell you what our policy is from country to 
terminal moving. This is what we are talking about. 

We are doing less and less country to terminal moving, and the 
reason is quite basic. We have an operation that we call the payment- 
in-kind export program. This is half of what we are doing under 
these export programs, whereby it forces the export grain to come 
from the free market. The other half of the formula is, when we are 
not in the export business to any sizable degree with our stocks of 
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grain, we generally receive more for our grain if it is near the point 
of production. Secondly, we are using the established channels, and 
all of the good points of trade if we sell as far as possible out in the 
country. 

So we are reluctant movers from country to terminal, except only 
to handle takeover and to get our stocks out of the way for producers’ 
grain at harvest time. 

Mr. Smiru. But in looking at operational costs only, and not at 
the in and out charges made by country warehouses, that would 
naturally result in what you have on your graph, would it not, with 
terminal warehouse costs being lower, because they had greater ca- 
pacity to fill more of the year. 

Mr. Patmpy. You are bringing percentage of occupancy into this 
thing? 

Mr. SmirH. Yes. 

Mr. Patsy. We do not have a chart showing percentage of occu- 
pancy for country and terminal houses. 

Mr. Unperuitz. On the average, the country elevators were filled 
to 77 percent of capacity, and terminal houses were filled to 83 per- 
cent of capacity. So there is a difference of 6 percent in fill. That is 
the point you were making. 

Mr. Smirn. That is all I have. 

Mr. Lancen. One question, before you put that chart away, that 
puzzles me. 

I do not know whether you have an answer for this or not, but I 
noticed in both charts, country as opposed to terminal, and in the 
first column there which is less than 500,000 bushels, the cost seems 
to go up as we go up to more than 500,000 bushels. 

Why should there be that increase there? I am puzzled. 

Mr. Patmpy. Congressman Langen, this is the reason why we hesi- 
tated to present this chart this morning. I am frank to say we can- 
a you an answer at this point. 

r. UNDERHILL. One theory advanced, but we have not checked it 
yet, is that the 500,000 bushel houses are probably the older houses 
and may have had most of their costs written off, and they do not 
have much left in the depreciation account. We will check into it 
later, but whether that is a correct explanation I do not know. 

Mr. Lancen. By the same token, on the other chart I notice there 
is rather a gradual decline as the volume goes up, but then from 
350,000 up to 750,000, again, I see an increase. I was just wondering 
whether there was an explanation for that ? 

Mr. Paumsy. I think it is fair to say probably at these four sizes 
there is no significant differences. 

Mr. Fountain. Any other questions on this graph ? 

Mr. Lancen. No. 

Mr. Founrarn. Getting back to your prepared statement, Mr. 
Palmby, I have a few questions now, but most of the questions will 
probably come later. . 

On page 13 you state, “After concluding the meetings with the in- 
dustry, which may or may not have produced mutual agreement on 
all points, the proposed agreement was prepared for submission to 
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the CCC Board of Directors.” Is that submitted to the Board at an 
assembled meeting or is it submitted to members individually ? 

Mr. Patmpy. The CCC Board of Directors, prior to a meeting, are 
always given a copy of the docket or the discussion item or the resolu- 
tion or the proposed contract, whatever the case may be. This is to 

ive them ample opportunity to ask any questions or to study it or 
whatever they wish to do before they assemble. It makes a much 
more informed meeting. 

Mr. Fountarn. I assume they frequently call you in for an ex- 
planation. 

Mr. Patmsy. They certainly would on this kind of a proposed con- 
tract, yes, sir. 

Mr. Founrain. Are there any other questions by members of the 
committee in connection with the statement which Mr. Palmby made? 
I will give you an Pe aphowe later on, but if you have any questions 
now as a result of this statement, you might wish to ask them. 

Mr, LAnGEN. No; I will reserve my time. 

Mr. Fountarn. I believe I asked last week if you could furnish 
figures showing the total cost of grain storage with a breakdown show- 
ing the amount paid to commercial warehousemen, the amount paid to 
farmers for resealing grain, and the amount it cost the Department 
to store grain in its own facilities. 

I wonder if you would give us these figures for the fiscal years 1953 
through 1959, or some similar period ? 

Mr. Patmpy. This table begins with the year 1952, and it shows 
cost of commercial, cost of Government-owned, and the estimated 
storage oo to producers. 

Now let me say why I say “estimated to producers.” In some cases 
there were a few loans that did not earn the full reseal payment, but 
in order to make this a firm figure and one which we can defend as 
being reasonably accurate, within a few dollars, we used the estimated 
maximum storage payments to producers and, believe me, it is pretty 
accurate. 

So in 1952, commercial storage facilities received 56.3. 

Mr. Naveuton. Is that millions of dollars? 

Mr. Patsy. Yes, sir. Our Government-owned facilities, it cost us 
17 million. And there were no storage payments to producers. 1953: 
Commercial facilities, 105.5, Government-owned facilities, 14.7, pro- 
ducers, 8.3; 1954: 201.6 to commercial facilities, 35.3 to Government- 
owned facilities, 19.9 to producers; 1955 : 285.4 to commercial faciliti 
47.5, Government-owned, 15.7 to producers; 1956 : 329.5 to commercia 
facilities, 64.6 Government-owned facilities, 21.1 to producers; 1957: 
309.6 to commercial facilities, 54.8 to Government-owned facilities, 
and 22 million to producers; 1958: 361 to commercial facilities, 48, 
Government-owned facilities, 13.6 to producers. 

Mr. Founrarn. Does “Government” include bin storage and fleet 
storage ? 

: ae Patsy. Yes. These figures I am giving you are storage and 
andling. 

Mr. Fountain. And handling? 
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Mr. Patmpy. Yes, sir; we do not have this broken out in our con- 
tract as such, nor do we have in any of our operations, so it is storage 
and handling. 

In 1959: 435.3 commercial facilities; 46.3 to Government-owned 
facilities; and 15.4 to producers. 

Mr. Fountatn. Have you by chance totaled each of those; we can 
but I wondered if you had. ; 

Mr. Patmpy. We do not have totals on this table. 

Mr. Fountain. That is all right, it is not necessary. 

Mr. Naveuton. Mr. Palmby, I wonder on that 1956 figure for 
Government storage, was that 64.6, or 44.6? 

Mr. Patmpy. It should be 44.6. 

Mr. Navueuton. I have some figures which the Fiscal Division fur- 
nished and we made some totals on it. They seem to match pretty 
well for the Government-owned storage, but our figures are consist- 
ently lower for the commercial storage. 

These figures include barley, corn, flaxseed, grain, sorghums, oats, 
rye, soybeans, and wheat. 

Would there be some other grains we have not included there? 

Mr. Patmpy. You have wheat, corn, barley, oats, flaxseed, rye, and 
soybeans 

Mr. Naucuton. Yes, and sorghum. 

Mr. Patmpy. And sorghums. 

Mr.Naveuron. Or are your figures for storage of all commodities, 
and not just grain ? 

Mr. Unperuit. I will check. 

Our figures are not the total for all commodities. It must be the 
grain group. Maybe it is the difference in handling. Possibly you 
have some estimate there of straight storage cost, while we have stor- 
eee handling. 

r. Naucuton. Perhaps we can reconcile these later. 

The totals I have are as follows: For fiscal year 1953, $103 mil- 
lion; 1954, $201 million; 1955, $282 million; 1956, $308 million; 1957, 
$323 million; 1958, $373 million; and 1959, $457 million. 

That would be for storage of the grains that I named in all types 
of facilities, commercial and Government, but does not include the 
cost paid to producers for storage, which apparently runs around 
$15 million a year. 

The grand totals over these 7 fiscal years are: For bin storage, 
$247 million; for fleet storage, $46 million; and for commercial stor- 
age, $1,755,334,000, for a grand total of $2,049,465,000. 

And since I note that the figure you have for commercial storage 
each year has been running perhaps 10 to 15 percent higher than the 
one I have here, presumably the total figure is greater. 

Mr. Unverut. I do not believe the difference in percentage fig- 
ures was that big in most of the years, Mr. Naughton; I think it 
would be close to 3 or 4 percent. Perhaps 1 year it was 10. 

Mr. Naventon. In 1953, for example, I have here commercial 
storage costs $8814 million, and you have $105 million. 

Mr. Unperui. I misundersteod you. 
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Mr. Naveuton. For 1954, it is $165 million I have as compared 
with $201 million you have for commercial storage. 

Mr. Patmsy. Mr. Chairman, we would like to work with him on 
these figures. 

Mr. Naveuton. I think we can reconcile these figures, but the pic- 
ture is fairly clear, figuring the commercial storage part would be 
increased somewhat to meet your figures. 

Mr. Fountain. Do you have figures showing the total cost of grain 
storage under all previous Secretaries of Agriculture, from the time 
the program began in the 1930’s, through 1952? 

r.Patmpy. We do not. 

Mr. Unperuiiu. I asked the fiscal people this morning if that 
figure was available and they told me it was not. 

We could make some analysis of the records and come up with an 
estimate, but we would not be able to go back and pick out those 
costs exactly. 

Mr. Fountarn. Would it be a lot of trouble to get those totals? 

Mr. Unperuity. I can find out. I do not know offhand. 

Mr. Fountain. See what the situation is. 

Do you have figures showing the extent to which costs have in- 
creased in fiscal 1959, as compared with fiscal 1952, or 1953? 

Mr. Patmsy. In total on grain storage ? 

Mr. Fountain. Yes. We would lke them for the record. 

Mr. Patmsy. It would simply be a mathematical thing. We can 
work this out and put it in the record. 

Mr. Naveuton. It looks to be about 450 percent from fiscal 1953 
to fiscal 1959, according to the figures I have here. 

Mr. Fountatn. Does that sound like a reasonable approximation? 

Mr. Patmsy. Yes, I think so. 

Mr, Founrarn. On page 15 of your statement you say that less 
than 10 percent of the increase in storage costs is due to increase in 
rates, and more than 90 percent is due to buildup of inventories. 

I wonder if you WUHhd elabowide upon that a little further, citing 
the figures upon which you reach the conclusion ? 

Mr. Unpernity. We can supply it for the record, or I can give 
some of the figures now, but I think for complete analysis we had 
better try to put it in the record. 

Mr. Fountarn. It might be best to let you give us that complete 
analysis. 

(The analysis is as follows :) 


Costs INCURRED IN STORAGE AND HANDLING OF COMMODITIES IN PRICE-SUPPORT 
INVENTORIES 


The total costs incurred for storage and handling of commodities in the price 
support inventories during the fiscal year 1953 amounted to $120,184,251. For 
the fiscal year 1959, the total bill was $481,658,959; an increase of $361,474,708. 
If storage rates in effect in 1959 had applied to the inventories in 1953, the 
estimated costs in 1953 would have been $136,894,000; an increase of 
$16,710,000 over the actual 1953 costs. This increase reflected by changing 


rates is 5 percent of the actual increase in costs between the 1953 and 1959 
years. 
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Storage and handling costs, actual costs in 1953 compared to estimated 1953 
costs at 1959 rates 


[In thousands of dollars] 
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Mr. Fountarn. In view of the fact that CCC is spending more than 
a million dollars a day for storage, and is likely to be spending even 
more in the future, what steps has the Department ae. or what 
steps is it taking to analyze its expenditures for storage in order to 
determine where there might be possibilities for reduction ? 

I think you have given us some of this already. 

Mr. Patmpy. Yes. Let me say that as regards handling—I will get 
to your explicit point in a minute—there has not been any increase in 
the agreement rate since 1949. We have not been too well informed as 
to how muah it costs to give grain an elevation and in turn unload it 
out of the house. 

This was the second big reason why we particularly thought here 
over a year ago that we should make a very comprehensive study, and 
this meant having to work with commercial people to determine how 
much it costs, not only to store grain, but to handle grain, because this 
is the second big thing that we buy. So my answer to your question 
is that we have made this very comprehensive study and it is the most 
complete one that has ever been made of the grain storage industry, 
and it rather unique that the very people with whom we negotiate 
worked with us on it. And I say it this way, because their lifeblood 
depends on the suitable contract they get from us. 

RS with the facts that we have now acquired from them, I think we 
are going to come up with real good data on costs to them, not only 
to store grain, but to service it for us. That is the best answer I can 
give you. 

Mr. Fountarn. Mr. Naughton. 

Mr. Naveuton. Mr. Palmby, your analyses have been devoted, as 
I understand it, primarily to finding out what it costs the private 
storage trade to store grain. 

Of course you have to fix the rates that you pay the private trade, 
and naturally this study is an important part of fixing those rates. 
But what analysis have you made, for example, of the $450 million 
that was spent for storage in fiscal 1959 to see just where that money 
went and how the cost of storing in your own bins compared with the 
cost of storing in commercial elevators and whether you were utiliz- 
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ing your own bins to as great a capacity as you could, since it is 
cheaper storage than commercial storage. In other words, what 
analysis have you made from the standpoint of your own costs, not 
the cost of the commercial elevator to store grain for you ? 

Mr. Patmpy. I think it is a continuing analysis. I will give you 
an example right now. 

There has been much said about the empty bins that we have, so 
we have looked at where these bins are, and in our judgment—and it 
has to finally become a judgment figure this time of the year, where 
are they and how many of them could we have utilized if we chose to 
fill every bin before we put any — in commercial houses? Which 
is exactly opposite of what we have been doing and what we intend 


0. 

Of the 40-million-bushel space, in Illinois, a very very small frac- 
tion of it is in location. By location I mean the empty space that 
is over and beyond that which we needed for turning and keeping 
our own commodities in shape. The empty bins are in counties where 
we did not have a storage problem at all lant fall. 

That does not mean that we will not need them this fall; because 
we have differences in crop years. We have a storage problem in 
one county and in other counties we have a real surplus of space. 

So fall after fall at takeover time, particularly on corn, we have 
analyzed this thing in great detail. Would we be better off to remu- 
nerate a producer to take it to “X” binsite in an adjacent county or 
two counties over, or are we better off to issue loading orders if 
there is some terminal space available. We have gone through this 
each year. ‘There have been two different times, there may have been 
t when we have actually hauled grain out of line, prior to or 
at takeover time, and have either done it ourselves on a contract basis 
from bin site to bin site, or remunerated the producer. 

So in answer to your question, it is a continuous process. 

Immediately again, we are as aware as anyone else that when you 
rack up the 5-cent-plus cost to direct costs in operating our bins, it is 
one-third what we pay roughly under the uniform grain storage 
agreement today, but it is like comparing an apple to an orange. In 
some cases the apple is far more desirable to the human that desires 
it, but in other cases the orange is, and because it costs 5 cents direct 
operational costs to store grain in a supplemental or dead unit is no 
real proof to me that it is going to be cheaper in the long run to do 


80, 

I have said further the bin program has been a very fine supple- 
mental program along with the commercial storage; if for nothing 
else, it has been a very real check and control on the storage industry. 
But there is a limit—disregarding the law for a minute—there is a 
limit to how much should be put in dead storage because that in com- 
mercial houses is what I choose to call in live storage. 

I think anyone who is responsible for inventory will be in a very 
oon Se position if he has too high a percentage of the inventory 
or which he is responsible in so-called dead position. 

If I may say one thing more, without talking too much, Mr. Chair- 
man, without alarming anyone. We have about 20 million bushels 
of hard spring wheat presently in the James and Hudson River 
fleets. The oldest of this wheat comes from your area, Congressman 
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Langen, and from North Dakota. The oldest of this wheat probably 
goes back to about 1952 or 1953, the oldest receipts are 1954. There 
is no place that we can go with that wheat, except for export, and 
I am sure that there is no businessman that would get himself jn 
spot that he had a very big chunk of his inventory in that kind of 
location. I mention it because it tells me two things: One, it is dead 
We can keep it as long as that wheat chooses to stay in condition with 
the best possible care we can give it, and I think we have done a 
very commendable job, but some time sooner or later it is going to 
cause trouble unless we move it. 

Second, there is no place else to go, and this is true of any com- 
modity when you get a big majority of it in so-called dead position, 
Anyone that wishes to take it off your hands has the advantage of 
reduced competition against you, and this is why I finally again come 
around to this point that a given percentage in a supplemental or 
Government unit works out very satisfactorily, but at some level it 
could be a very, very costly thing. 

Mr. Naucuton. Without wanting to get into the question of policy 
so much, which we expect to take up tomorrow, do you call this fleet 
storage “dead” because of the fact it takes a considerable amount of 
time and is more difficult to load out of ships than a terminal elevator, 
or do you call it dead because of its port location where it would not 
be feasible to ship it inland for uses? Just why do you call it dead? 

Mr. Patmpy. It is dead as it cannot be freshened, as compared to 
a terminal for instance where we hold a warehouse receipt. If we go 
back 5 years from now and make demand on a terminal operator, we 
will get the same quality grain that was on that receipt, or we will 
be paid financially for not getting it. This is what I mean, the differ- 
ence between a live receipt and a dead receipt. 

Mr. Navueuton. Unless you have deterioration in it, this 1952 
wheat is going to be deliverable on contracts calling for No. 1, if it 
meets the standards of No. 1 wheat; is it not? 

Mr. Patmpsy. Yes, sir. 

Mr. Naveuton. The age is not in any way a factor on a warehouse 
receipt as to the quality, is it? 

Mr. Patmey. The older the receipt—remember, grain is still a 
fungible, and still a perishable commodity. We have grain today that 
5 or 10 years ago the best grain men in this country would not believe 
would keep that long, and it is in good shape, but I still say grain is 
a fungible and a perishable commodity and there is a limit as to how 
long it can be maintained. 

Mr. Navenron. Five years is not that limit, because this is still in 
good condition, is it not? 

Mr. Patmpy. As regards that lot of wheat, but as regards another 
lot I do not know. 

Mr. Naucuron. You have had some grain that has been in storage 
in commercial elevators for 3 or 4 years, have you not? 

Mr. Pautmpy. Yes, sir. 

Mr. Navauron. So the length of time it remains there is not neces- 
sarily the fact that makes it dead. I am trying to determine what 
makes it dead as compared with live storage. 
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Mr. Patmpy. Grain varies a great deal. We have very good rec- 
ords on this. For instance, in our binsites, where supposedly—I will 
give you an illustration for 2-years’ crops. 

The 1952 and 1953 crops are what I want to talk about. The 1953 
crop in the eyes of a producer, in the eyes of a grain buyer, was one 
of the nicest crops of corn that we ever had. 

The 1952 as compared to it was lighter bushel-weight, it did not 
appear as good, generally it did not grade as well. There was some 
ear damage in the field. 

Mr. Smiru. You mean what you took over in 1953? 

Mr. Patmpy. I mean the 1952 as compared with the 1953 crop, and 
of course it reflected in what we took over. 

But as regards the keeping qualities of it, the 1952 quality corn 
today is a much better risk than the 1953. I cannot explain it to you. 
I have asked the best authorities on grain. Some of them will tell 
you it was the acid content, but. I have never had a completely satis- 
factory answer. All I am saying is there is a difference in grain, 
where it originates, how it was harvested, the condition at harvest 
time. There are a great many things as I am sure any producer 
knows. 

Mr. Naveuton. From that standpoint 1952 corn in a bin would 
be more desirable from the standpoint of quality probably than 1953 
or 1957 corn in a commercial warehouse, since its keeping qualities 
are better? 

Mr. Patmsy. Up to now. Whether it will be true 6 months from 
now I do not know. Up to now this has seemed to be true. 

Mr. Naueuton. So that age is certainly not the most important 
factor ? 

Mr. Patmsy. It is just one of the factors, Mr. Naughton. 

Mr. Naucuton. Would the port location you have this at be con- 
sidered a defect, in that most of your market for CCC wheat has gone 
in the form of exports to Europe anyhow, has it not? 

Mr. Patmsy. A big chunk of them have. That is why we chose to 
put it in the fleet in the Hudson and James Rivers, together with the 
cooler climate up there rather than south. 

Mr. Naueuton. Is it not going through commercial elevators any- 
how, that are obligated only to deliver back the quality shown on the 
warehouse receipts ? 

Mr. Patmpsy. Under our present selling procedure, this is true. 

Mr. Naucuron. Getting back to the analysis, I think it is customary 
in most private businesses, which are spending large amounts of 
money, far smaller amounts than this $450 million a year that CCC 
is spending for storage to make an analysis of where the money is go- 
ing and how savings might be made for study by top management. 

Do you have any studies of which you could give copies to the sub- 
committee, where you have gone out and made an overall analysis so 
that the people setting policy can see how much this policy of pre- 
ferring commercial warehouses is costing ? 

Mr. Paumpy. To my knowledge we do not. 

Mr. Unperuit1, I am sure we do not. 

Mr. Navcuron. About how much is CCC spending annually for 
transportation charges ? 

Mr. Patmpy. How long a period do you want this for? 
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Mr. Naveuton. What it is now, and whether it has changed ma- 
terially. 

Mr. Patmpy. $175 million in 1959. 

Mr. Navueuton. How does that compare with, for example, fisca] 
1953 ? 

Mr. Patumpy. Pardon me, I made a mistake on that figure. It was 
165, as compared to 1958 of 77, 1957 of 186, and 1956 of 187. The 1959 
figure again is 165. 

Mr. Naueuton. Do you have the figure for 1953 ? 

Mr. Patsy, Yes, sir. 

Mr. Fountarn. You may as well go right down the line since you 
have them. 

Mr. Patsy. All right. 1952 is 45.4; 1953, 69.6; 1954, 92.3; 1955, 
138; 1956, 187.6; 1957, 186.4; 1958, 177.3; 1959, 164.4. 

On a per-bushel basis, it has declined steadily now for the last 3 
years, and as I have stated earlier in going over these charts, the big- 
gest factor contributing to this is our being out of the export market 
and holding movement of grain ata minimum. This policy has been 
in effect on wheat since September 4, 1956, and the other grains since 
July of 1958. 

Mr. Navueuton. Has the Secretary or any other top official asked 
for an analysis of these figures to be made to show just where these 
expenditures are going in terms of what grains they are being paid on, 
and how these costs might possibly be reduced ? 

Mr. Pautmpy. About 1 year ago. 

Mr. Naveuton. Could we have a copy of the report on that? 

Mr. Patsy. This is the study we came up with. If you refer to 
something other than this, as I stated, we have nothing more than this. 

Mr. Naventon. You mean you have nothing more than just the 
figures showing the total amounts expended by fiscal years. 

Mr. Parmpy. That is right. 

Mr. NaueuTon. And this is simply a recapitulation of the bills you 
have paid the railroads, showing the totals? 

Mr. Patsy. That is right. 

Mr. Navueuton. You have nothing more than that to tell you 
whether or not you might have saved any money in this $150 or $160 
million a year that you have been spending ? 

Mr. Patmsy. Mr. Naughton, for as long as I have been here, which 
is now right close to 4 years, we have always followed the policy that 
we do not move grain out of line unless there is some reason to do so; 
the reason being to get some of our stocks of grain maybe out of the 
way of producers’ grain or to handle the takeover if an unusual condi- 
tion should happen to exist or an emergency. 

Any exception to this policy has been taken either to the Board of 
Directors or the Administrator was safe in his own mind that he had 
authority to move the grain. 

Mr. Unveruiiyt. Mr. Naughton, you will also find over the years the 
General Accounting Office has made periodic audits of our transporta- 
tion activities, and filed reports I believe both with the Congress as 
wel] as with the Department of Agriculture on its findings. 

Also we have some of our own internal auditors, some of whom are 
specialists in transportation activities, so we can know whether we are 
incurring unjustified or excessive costs. 
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Mr. Navenron. Are not those activities pointed primarily to 
whether the railroads overcharged you on the shipments you made, 
rather than determining whether you might have planned your ship- 
ments or policy in a different way to save you money ? 

Mr. Unveroiy. Primarily, but not exclusively. 

Mr. Naveuron. You do not have anything they furnished you in 
the nature of an overall study which analy zed the $150- million- plus 
in expenditures and comp: ared that with what was spent in the past, 
to find where there might be possibilities for savings, do you? For 
example, on some of the movements to the west coast of grain and 
sorghum, I think probably the figures will show the excess cost of 
transportation over tr ansportation. to the gulf, plus the storage paid 
out has exceeded the cost of building Government bins for storage at 
the locality from which you made the shipment. 

Mr. Patmpy. Mr. Nau ighton, this is one of those cases, or both of 
them that you mentioned, where ave did get agreement from the policy 
pee that approved this exception to normal movement. But this 
has been an exception. 

There are generally three or four things we look at, and I would 
like to enumerate these. 

One we are always up against is the time element where we, in our 
judgment, must move grain because of an unduly or unforeseen large 
erop produced in an area, We are not smart enough to know at all 
times exactly how much space a producer will need at harvest time. 

Secondly, there may be an unusual amount come to us at takeover 
time in a rush where we must free-up space. 

Thirdly, when we move out of line, we attempt to analyze as we 
did in both the corn and grain sorghums, as to what the commodity 
may be worth if it should deteriorate, or if it should be sold at 
statutory minimums in those areas. When we must move it out of 
line, keeping these other factors in mind, where we think the return 
to CCC would justify moving it out there, and I am the first to say 
we have missed it in our judgment, but by the same time, where we 
have missed it, we have moved wheat and other commodities out of 
line when our record is pretty good; and I guess this is all I have to 
say. 

Mr. Navenron. I think we will get into that further later, Mr. 
Chairman. That is all I have on that point for the time being. 

Mr. Fountain. Mr. Palmby, this so-called comprehensive study 
which started a year ago, is this the first comprehensive cost survey 
study which has been made by the Department ? 

Mr. Patmpy. Yes, sir. If I may say this one clarifying statement: 
Prior to this it was generally felt in the Department, as T understand 
it, that the cost indexes, as I refer to them, were fairly reliable, and 
I think for proof that they were, there did not appear to be enough 
incentive in the agreement to get ample space until about 1957, and 
sé I explain it this way: That abcut that year, and following that, 
the effect of increased huwales in storing grain began to be felt 
in its ability to attract capital. So prior to about that time I think 
the cost indexes we used were ample to give a pretty good background 
to negotiate an agreement. 

And then for the years in between, namely 1957 and 1958, we found 
ourselves in a spot where we needed the space. There had to be 
some incentives to get space. And we felt we were completely justi- 
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fied in continuing the old agreement, which was just barely getting 
ug by, rather than to go out on any occupancy guarantee or to ask 
the Congress to consider any rapid amortization. We did not like 
this approach. We recommended against it. A little over a year 
ago, we started making this comprehensive study following an en- 
tirely different aprenects because we felt the grain storage industry 
was in an entirely different position than it had been prior to this 
time. Again I think our results prove this. 

Mr. Founrarn. In view of the staggering totals which are involved 
why did you wait so long to start this study ? 

Mr. Patmsy. The best explanation I can give is as I just gave it 
to you, which was, if we had done this 2 years ago, we would, at that 
time, I am sure have been forced to go out and build our own facilities 
because the very knowledge of a study being conducted would have 
stopped commercial expansion. So we chose not to do it 2 years ago 
but rather to continue on, knowing all the time that there was some 
incentive in the agreement. 

Mr. Fountarn. Was there any lack of information or lack of ability 
to analyze storage cost as a result of the changeover from one adminis- 
tration to another? 

Mr. Patmsy. No. As I review the history on this, and as I re- 
view the negotiations, I am sure it is a fair statement to say the nego- 
tiations followed more the same pattern from the old administration 
through 1956. Do I make myself clear? 

Mr. Founrarn. Yes; I understand you. 

For instance I note you say, “The record will show from 1940 to 
1952”—and you do not criticize this, you simply state it as a fact— 
“the payment for loading a bushel of wheat into an elevator, storing 
it for 1 year, and loading it out at the end of the year increased 98 
percent, and for a bushel of corn it increased 71 percent.” 

I am just wondering if a study was made to determine whether or 
not the rates established prior to a changeover in administration were 
reasonable and proper ? 

Mr. Patmpy. As it has been told to me, these cost items, as we have 
them currently in the Department, were recognized as being a reason- 
able basis to determine cost. Frankly, they did not appear too bad 
until we had this real change in grain storage technology. 

Mr. Unperuiii. There have been, Mr. Chairman, at various times, 
studies such as we made 2 years ago when we were comparing the cost 
under the Uniform Grain Storage Agreement with the cost estab- 
lished in the individual States by their warehouse regulatory and other 
similar bodies. That last study, the one made in 1957, was inserted in 
the record this morning. 

Mr. Fountarn. Mr. Naughton. 

Mr. Naveuton. Even allowing for the fact there might be some 
factors which would make a direct comparison not quite accurate, 
didn’t the fact that you were able to store grain in Government bins 
at perhaps 5 cents a bushel lead you to believe that 1614 cents per 
bushel for commercial storage might be a little high ¢ 

Mr. Patmpy. Mr. Naughton, I hate to use this example again, but 
in my humble thinking, it is a pretty good comparison. 

You are trying to compare an ae with an orange. They serve 
two different functions. And I know that we are buying storage of 
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in in both cases, but to say it costs us 5 cents or a little over here, 
and we are paying 16 over here, I know to the average layman thinks 
how silly can those people be? But we are buying something entirely 
different. 

Mr. Naucuton. You are buying the storage of 1 bushel of grain 
for 1 year, are you not? 

Don’t you think the taxpayers might like the 514-cent variety better 
than the 1614-cent, since they taste the same ? 

Mr. Patmpy. And I think they are entitled to it as long as we have 
the bins built. For proof of it, we have 73-percent occupancy today, 
and if we were to break this out in the exact location of where they are 
all usable, in my opinion we would have about 90-percent occupancy. 

Mr. Fountain. What is the highest occupancy you have ever had? 

Mr. UNpeRHILL. We do not have those figures with us. We will in- 
sert a table in the record. 

(The information is as follows :) 





Total bin Total usable | Occupancy Percent of 














| 
Year Asof— | capacity bin capacity | (all grains) | occupancy ? 
| (bushels) (bushels) ! (bushels) 
a — —|—-—~—|--— —. — | --——_—_ a 
i Dec. 31 | 543,216,165 | 488,804,549 | 247, 263, 166 | 51 
ae cunahe os GO | 634, 844,364 | 571,359,928 | 347, 344, 234 61 
1954. ...--.-------------------------- | Nov. 30 | 762,007,545 | 685, 806, 791 557, 557, 462 81 
BR dks cada amenbadacwennmcwele Dec. 31 | 881, 214,498 | 793,093,048 | 643, 251, 000 81 
Bit i dws sabi ainiame ined do. 990, 650,166 | 891,585,149 | 718,174,311 81 
iranian nawevneecsanaonanelio do 988, 809, 168 | 889,928,251 | 677, 924, 000 76 
1958. ....----------------------------|--- do | 986,726,991 } 888,054,292 | 696. 337, 000 78 
asa |---do ___| 984, 836, 000 880, 359,000 | 630, 138, 000 71 





110 percent allowed for turning and cleaning operations, 
? Computed from usable capacity. 


Mr. Naveuton. Have you ever checked to ascertain the number 
of places where you have empty or partially empty CCC grain stor- 
age bins which are right across the street from full, or mostly full 
private warehouses, including many that were recently constructed ? 

Mr. Patmpy. Have we ever checked ? 

Mr. Naveuton. Yes, have you ever made any effort to ascertain 
the extent to which this is going on ? 

Mr. Patmpy. No; not on the total basis. 

Again, I think, if I may say this, we are following the statute. We 
think that Congress and the many committees that we have explained 
this to in the past have interpreted the language to mean, there is no 
choice nor do we want there to be any choice when a commercial 
facility exists. 

Now, I would be the first to say, and this is the reason why we 
made the study, that if what we are paying the commercial ware- 
housemen too much, we should lower it, but policywise, as regards 
to where we should store our grain, I think the statute is very clear. 

Mr. Naveuton. Without getting into the merits of the policy, and 
how mandatory it is under the statute, because we can cover that to- 
morrow, you do recognize then your policy of filling private ware- 
houses first automatically, and to a large extent emptying your Gov- 
ernment bins first also when they are in the same area as the 
commercial warehouse-—— 

Mr. Patmpy. No; that is not true. 
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Mr. Navenron. It was my understanding from the testimony in 
Towa, and from my contacts with personnel from the Grain Division 
it 1s not customary to issue loading orders unless you need the corn 
for a program or unless the warehouseman requests it. 

Mr. Patmpy. Mr. Chairman, may I give a little dissertation on how 
we move the grain from the country today, whether it is from country 
warehouse or bin ? 

Mr. Founrain. Did you finish your statement ? 

Let him finish his example. 

Mr. Naveuron. I do not want to go too far afield. 

Assume this set of circumstances, that you have 500,000 bushels of 
Government corn in a binsite. You have an additional 500,000 bushels 
of corn in a warehouse across the street. You decide that you need 
to move 500,000 bushels of corn out of that area to make room for 
the new takeover. 

Now, the warehouseman says he does not want any loading orders; 
he would like to keep that grain in his warehouse. Under those 
circumstances, and your operating policy, which grain would you 
move ? 

Mr. Paumpy. This is where I was going to cover. 

Mr. Naveuron. Would you move it 

Mr. Patmpy. The Commodity office would go to the State office, 
and say, I am in a position, I need 500,000 bushels—was this the ex- 
ample out of this point ? 

Mr. Naveuton. No; it is the other way around. ‘The State office 
has gone to the Commodity office and said we need 500,000 bushels of 
room for takeover in this area. 

Mr. Patmpsy. The Commodity office director would say, would you 
like to move some of your grain out of your binsite? The State officer 
at that point faces the choice of saying, “Yes” or “No.” If he says 
“Yes,”—I am using the word singularly here—if the State office should 
say “Yes,” I am sure what they have in mind is that this is an oppor- 
tunity to get rid of some old stock, so at takeover time we would 
freshen up our stocks. 

If, on the other hand, the State people say, “No, our stocks are all 
good in that binsite, we do not choose to move them,” the Commodity 
office will issue a loading order on the house, and empty it out of the 
commercial house. 

Mr. Fountain. Empty it out of the commercial house? 

Mr. Patmpy. Out of the commercial house. 

Mr. Naveuton. Are you saying the State office makes the decision 
as to whether the corn is moved from Government bins or commercial 
warehouse ? 

Mr. Paumpy. They may make the decision whether the corn needs 
freshening. They are the custodians of that corn, they can offer it 
for sale if it is deteriorating, but if they are uneasy about 50 or 100 
cars in that binsite, and the commodity offers them the opportunity to 
move it, the choice is theirs as to whether they wish to have it moved 
or not. 

Now, as far as actually getting this down to writing and saying 
“You are the culprit or you are the one that did not choose to move it,” 
we do not operate this way. 
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Mr. Naveuton. Is it the policy of the Department—I apparently 
do not have a correct understanding if it is—is it the policy of the 
Department you will leave corn in Government bins and load out 
commercial warehouses in preference to the Government bins so long 
as the corn is keeping all right? 

Mr. Patmpy. As long as the corn is keeping all right, and there is 
no worry within the next 12 months, or in the foreseeable future, that 
it might go out. 

Mr. Naucuton. How long has this policy been in effect? 

Mr. Patmpy. To my knowledge, I do not think we have ever had a 
change in this policy except about—just 1 second—we have a directive 
here, May 1, 1958. I do not think there is anything in here basic to 
the issue. But that which is basic to this issue I would be happy to 
furnish for the record as being our statement of policy as determined 
by the board and in turn instructions to the field. 

' (The information furnished is as follows :) 


[Notice GR-453] 


U.S. DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Washington, D.C. 
Action by: ASC State Offices. 


PoLticy COVERING MOVEMENT AND STORAGE OF CCC-OWNED GRAIN 


Approved : 
H. L. MANWARING, 
Deputy Administrator, Production Adjustment. 


PURPOSE 


The purpose of this notice is to transmit a copy of a memorandum, dated May 
1, 1958, subject “Policy Covering Movement and Storage CCC-Owned Grain.” 
This memorandum was approved by the Executive Vice President, CCC on May 
2, 1958, at which time the proposed policy became effective. This notice super- 
sedes notice GR-377, dated June 17, 1957, and attachment thereto dated May 29, 
1957. 


GENERAL PROVISIONS 


A. Policy statement.—The attachment sets forth a current statement outlining 
the policy for the movement and storage of CCC-owned grain. While some 
changes in the overall policy have been established, there has been no change in 
CCC’s basic policy to utilize commercial facilities in the local area prior 
to the use of CCC-owned bins. 

B. Clarification of footnote-—Footnote on page 1 of the attachment states that 
“the provisions of section VI C of instruction No. 667 (Grain)-—1, Part I—C.S. & M. 
Handbook, which provides for compensation to producers who are directed to 
deliver to points beyond their normal delivery points, shall not be applicable to 
deliveries under this item,” Since the provisions of part 4, section 10, paragraph 
289 of C.L. & P. Handbook (1-GR) are identical to the foregoing, they are like- 
wise not applicable. 

CO. Review of policy.—It is suggested you review this policy memorandum care- 
fully prior to taking administrative action. In the event you desire elaboration 
or further advice with respect to the storage policy, you should consult with your 
area director or his staff assistant for grain storage. 
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U.S. DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Washington, D.C., May 1, 1958. 
Office memorandum to: Executive Vice President, CCC. 
From: Director, Grain Division, CSS. 
Subject: Policy covering movement and storage of CCC-owned grain. 


Since August 20, 1956, the Commodity Credit Corporation has been handling 
its inventories under authority granted by the Board of Directors of the Com- 
modity Credit Corporation which authorized the movement of grain stocks from 
bins for disposition purposes. Our instructions to field offices implementing this 
policy were all predicated on the assumption that the Commodity Credit Corpora- 
tion would be an active seller in the export market. 

In considering the inauguration of the subsidy-in-kind program for feed grains, 
it was recognized that a change in our authorizations with respect to movement 
from grain bins would be necessary, particularly in view of the fact that the 
export outlets for CCC-owned stocks of these grains would be reduced sub 
stantially. The Board of Directors of the Commodity Credit Corporation on 
April 15, 1958, approved the movement of stocks from binsites for storage and 
the movement of stocks from commercial facilities for restorage in the normal] 
line of movement. They did, however, limit the extent of movements of stocks 
which would result in out-of-line costs to CCC. Any movements which would 
result in out-of-line costs must be approved in advance by the Executive Vice 
President, CCC. In our opinion, this limitation was necessary since we are now 
required to manage our inventories primarily within the limits of domestic 
market outlets. 

In order to provide the necessary detailed operating provisions and regulations 
required to effectuate the purpose of the recent action of the Board, we are 
proposing to supersede our memorandum of May 29, 1957, subject: Policy for 
Storing CCC-Owned Grain, with this memorandum and incorporate in our in- 
structions the following provisions: 

1. That commercial facilities in the local area be utilized for farm-stored grain 
acquired under price support programs prior to the use of CCC-owned bins. 

2. That commercial facilities outside the local area be utilized for storing farm- 
stored grain acquired under price support programs, prior to the use of CCC- 
owned bins, provided producers express a preference to deliver to such out- 
side points and no transportation payments are required by CCC for deliveries 
to such points. 

(The provisions of section VI C of instruction No. 667 (Grain)-1 Part 1- 
€.S. & M. Handbook, which provides for compensation to producers who are di- 
rected to deliver to points beyond their normal delivery points, shall not be ap- 
plicable to deliveries under this item.) 

3. That commercial facilities be utilized for farm-stored reseal grain acquired 
under price support programs. To insure movement of the older stocks into 
commercial channels, delivery instructions on reseal grain should, to the extent 
possible, be issued ahead of delivery instructions under the current program. 

4. That State offices be authorized to request the movement of CCC-owned 
stocks from binsites in quantities sufficient to handle anticipated loan and pur- 
chase agreement deliveries. 

5. That ASC county offices be authorized under ASC State office supervision 
to sell CCC-owned stocks of corn, oats, grain sorghums, barley and LCL lots of 
wheat and rye which are in danger of deterioration at binsites on a competitive 
bid basis. 

6. That State ASC offices be instructed to ship only storable grain when move 
ment from binsites is necessary in order to provide storage space for anticipated 
loan and purchase agreement deliveries, and to request shipping instructions on 
nonstorable grain only when such stocks cannot be sold under existing instruc- 
tions. 

7. That commodity offices be authorized to move storable grain from bins, 
country warehouses, or terminal warehouses for use in connection with the vari- 
ous outlets available to CCC. Movements of this type from binsites shall be 
made after consultation with ASC State committees and in anticipation of stor- 
age requirements for loan and purchase agreement deliveries, and from country 
houses to make room for new crop grains. 

8. That CSS commodity offices be authorized to move storable grain from bins 
for restorage in commercial facilities at the request of ASC State committees 
in anticipation of loan and purchase agreement deliveries and from country 


——_ 


s, 


n- 
Ye 
It- 


1- 
li- 


to 
nt 


on 
of 
ve 


ve- 
ed 


lic- 


ns, 
ri- 

be 
or- 
try 


ins 
eeS 
try 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1117 


warehouses at the request of the warehouseman. Movements for restorage 
shall be made only to the extent that storage space is available in the normal 
line of movement. In selecting the storage points to which these shipments 
would be made, the Director of the CSS commodity office shall select those mar- 
kets which would best reflect the costs of freight and other costs from point of 
origin and which would afford the maximum transit benefit to CCC. 

9. That CSS commodity office be authorized to move stocks toward port posi- 
tion in quantities sufficient to meet anticipated export outlets. 

10. Any movements of stocks which will result in out-of-line costs to CCC, 
must have prior approval of the Executive Vice President, CCC. It is intended 
that this authority will be exercised only in those instances in which it is deemed 
to be in the best interest of CCC to approve such expenditures. 

11. Request for authorizations for movement of stocks between commodity 
office areas or between terminal warehouses where additional authorization is 
needed and requests for interpretation of the policies outlined herein shall be 
referred through appropriate channels to the Director of the Grain Division. 

In our opinion, the adoption of the policy set forth herein and the delegation 
of the authorities requested will fully implement the action taken by the Board 
of Directors of the Commodity Credit Corporation on April 15, 1958, and will 
provide a sound basis for managing the inventories of the Commodity Credit 
Corporation insofar as domestic and export outlets are concerned. 

The policies set forth herein have been discussed with the National Grain 
Storage Advisory Committee, with the directors of the CSS commodity offices 
handling grain, and will be discussed at a later date, with the ASC State com- 
mittee in those States where CCC-owned stocks are held in CCC-owned facilities. 

RAYMOND J. POLLOCK. 

Concurred : 

H. L. MANWARING, 
Deputy Administrator, Production Adjustment, CSS. 

Concurred : 

CLARENCE D. PALMBY, 
Deputy Administrator, Price Support, CSS. 

Approved May 2, 1958: 

WALTER C. BERGER, 
Executive Vice President, CCC. 


Mr. Naveuron. It is true, is it not, that in Iowa, during 1958 or 
1959—that some 4 million bushels of grain were moved out of binsites 
into warehouses in the same community, leaving the bins empty and 
incurring additional storage charges in the warehouses ? 

Mr. Patmpy. What year was this? 

Mr. Naveuton. I believe the policy was promulgated in 1958 and 
the movements were made in early 1959. 

Mr. Pautmpy. Yes, and the reason we did this was again to en- 
courage some commercial expansion to handle the 1958 takeover. I 
believe I am getting my years right. So that we did encourage the 
State of lowa, which looked like. they were going to have a storage 
problem, to contact their commerc ial people and we told them at 
that time that they could move some of their old stocks out of their 
binsites, i into commercial facilities. 

This would do two things: It would give them an opportunity to 
freshen their stocks at the binsites and at the same time would en- 
courage some more commercial expansion. 

Mr. Naveuron. Under your general policy, are State offices 
authorized to request movements from commercial elevators in prep- 
aration for takeover ? 

Mr. Patmsy. No, sir; they are not. 

Mr. Navenron. So they have no authority to request that. They 
can only request the mov ement from binsites ? 
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Mr. Patmepy. Right. State people have nothing to do with com- 
mercial houses, administrationwise. 

Mr. Naveuton. The only reasons they would normally be expected 
to request the movements from binsites, is in the event of danger of 
deterioration, the State office would normally request it only for that 
reason. 

Mr. Patmpy. Yes, or in order to handle the takeover, or, in turn 
if they desire fresher stocks than the stocks they have in there. 

Mr. Naucuton. Does the Commodity office have the authority to 
request the movements from binsites without the approval of the 
State committee ? 

Mr. Patmpy. Yes, sir; but I can’t imagine the Commodity office 
wanting to ride roughshod over State committees. We have a pretty 
good working relationship. 

I was State chairman 3 years, and I never recall—the director of 
the Minneapolis Commodity office who is finally responsible for the 
inventory of CCC-owned grains in his area—issuing a loading order 
that affected a community without coming to me. 

Mr. Naveuton. Mr. Chairman, I think we can develop this further 
when we have the Commodity office directors as witnesses. This is 
not in accordance with my understanding of it, but we should go on 
to some other matters now. 

Mr. Fountatn. Before leaving the question of storage costs and 
going to storage procedures, are there questions by any members of 
the committee ? 

Mr. Smiru. I have a couple of questions. You related the cost 
from 1940 to 1952, of storage, including in-and-out charges for a 
bushel in 1 year. 

Mr. Patmpy. Yes. 

Mr. Sir. Do you have the storage rates available during that 
period, excluding in and out charges? 

Mr. Unperuity. They have already been inserted in the record 
when we put in the changes in the rates under “Uniform Grain Stor- 
age Agreement Over the Years.” 

Mr. Smiru. They reflect a considerably different percentage ratio 
when you exclude in-and-out charges, don’t they, because the in-and- 
out charges are not changed to the extent the basic storage rates have 
been changed. 

Mr. Unperuiti. I would have to check the figures to answer. 

I would say it makes some difference, but whether it would be con- 
siderably different I don’t know. 

The receiving charge has tripled between 1940 and 1952, on wheat 
so I would assume the overall percentages would not change too much. 
The loading-out charge was the same. But the increase in receiving 
charges would be sufficient to throw it generally in line with the stor- 
age rate charges. 

Mr. Smiru. Since there was a big increase in the receiving charge, 
why, then that would mean the basic storage rate changed consider- 
ably more than is reflected in these percentage figures. 

Mr. Unvernity. I do not have the percentage figures, but I can 
give the annual storage charge which was 714 cents per bushel in 
1940. In 1952 it was 13.33. In 1956 it was 15.695. 

Mr. Smrru. It is presently 16-something. 
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Mr. Unperuitn. This is the present rate for area 1. There are 
some differences for other areas. 

Mr. Smiru. I see. 

In your figures where you gave us the total cost you have total cost 
for Government- owned storage in 1959, which was $46.3 million. 

Does that include handling costs on grain in Government bins? 

Mr. Unveruity. I think it does. I think it includes any amount 
paid by the county oflice for loading grain into bins and loading it 
out. 

Mr. Smiru. Does it include any of the handling costs for ware- 
houses 

Mr. Unvernuity. Yes; the figure also includes the warehouse cost. 
I think that may be the difference between the figures Mr. Naughton 
had and the higher figures that I have. 

Mr. Smirn. In fact, quite a good share of it would be cost of the 
handling of the grain in the w arehouse. too, would it not? 

Mr. Unpveruity. That is right. 

Mr. Smiru. So was that kind of a figure used then in figuring out 
this cost ? 

Mr. Patmpy. No, sir. 

Mr. Smitru. It wasn’t ? 

Mr. Unpernityi. No. 

Mr. Patmpy. That is the reason why, Congressman Smith, these 
totals we gave you this morning on the year now, you remember I said 
they were for storage and handling in each ease, but the cost study 
that we have gone through this morning on the commercial industry, 
and then also this cost we referred to here, is for stor: age only. 

Mr. Smirn. But in these figures you gave us before, for example, 
the 435 million is actually less than the cost of warehouse storage and 
handling? Part of that handling is in the 46 million ? 

Mr. Patmpey. The 46 million you are talking about is the-— 

Mr. Smirn. In 1959, you said that was the cost of storage of Gov- 
ernment-owned facilities. 

Mr. Patmpy. That is our cost in the bin site and in the fleet, for 
maintaining it and for emptying and filling and storing and handling. 

Mr. Smiru. Are some handling costs in there for in and out charges 
in warehouses, too 

Mr. Patmpy. No; only what warehouse received if they had a con- 
tract to fill and empty CCC bins. 

Mr. Smirit. I see. 

Mr. Patmry. To that extent; yes. 

Mr. Smrru. This 5.1 cents per bushel you have listed here includes 
the program expenses, maintenance and operation, depreciation of 
structures and equipme nt, amortization of site improvements, admin- 
istrative expenses in Washington and in the field, and interest, and 
just about everything there could be except in and out charges; isn’t 
that right ? 

Mr. Unveruiiy. The additional expense of loss in grade, shrinkage, 
or spillage or spoilage of grain is not included ? 

Mr. Smrru. You said over here, then, the handling charges are 7 
cents per bushel. 
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Now, somebody might just add 5 and 7 and say, then, it cost 12 cents 
a bushel, but that would be rather inaccurate, would it not, because 
the bushel is handled on an average only once every 4 years? 

Mr. Patmpy. This isthe reason why we put it this way. 

Mr. Suiru. I see. 

Mr. Paumpy. I think you have got to keep them separate in your 
mind. ’ 

Mr. Smiru. So, actually the handling cost per bushel per year 
would be something less than 2 cents? 

Mr. Patmpy. Yes; and again I hate to arrive at a figure. Some 
bin sites, for instance, in Congressman Langen’s area, are filled and 
probably emptied the same season. This has been the pattern in his 
area. Whereas in lowa, as you know, it stays there a long time, and 
the same is true of wheat; it stays there even longer. So, I do not 
like to talk about an annual handling figure. 

Mr. Smirn. I was interested in your comments about moving grain 
“in line.” Moving it, for example, from the Midwest, where would 
“in line” be? Would you move to the east coast ? 

Mr. Patmpy. What do you mean by “Midwest” now ? 

Mr. Smiru. Minnesota, lowa—that area. 

Mr. Patmpy. We have these commodity offices of ours at terminal 
centers. 

Mr. Smiru. Yes. 

Mr. Patmpy. Most of the oats of the country which we take under 
orice support originates in North Dakota, northwestern Minnesota, 
Healla Dakota, and Montana. The oats traditionally have moved 
to Minneapolis, and when we move it, we move it to Minneapolis or 
Duluth. 

Mr. Suirxn. Do you have any for sale in Minneapolis now ? 

Mr. Patmpy. Our stocks of oats are nearly depleted. If we have 
any, it would be a very small amount for sale now. 

Mr. Smiru. The reason I asked this at this point is, I have had 
considerable complaint from cereal processors in that area. They 
claim they cannot get any oats from CCC. They find the only oats 
available are over on the east coast someplace. Is this something that 
just happens ? 

Mr. Patmpy. We acquire some oats on the east coast, too, the south- 
eastern United States. I do not know if we have any oats on the 
east coast or not. We may have. 

Keep in mind that we make delivery on these so-called export 
certificates of our stocks of oats. This is a subsidy of any feed grain, 
and so we must have feed grains available in port position. We do 
not make internal delivery on export certificates. So it is entirely 
possible that we have a small amount on the east coast, but it would, 
I will assure you, be a small amount. 

One reason why your friends have trouble getting oats in Minne- 
apolis is that we follow this pattern, and I am sure everybody is in 
agreement with this, that when we issue a loading order, for instance, 
in the house in North Dakota today, that warehouseman undoubtedly 
will want to buy those oats. This is where we have been selling a big 
part of them. They buy them at statutory minimums or market, 
whichever is higher. Our stocks are nearly depleted, and just. the 
latter part of last week we put out a directive to our county officers 
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instructing them to issue notices to the farmers who are holding 57 
reseal oats on the farm. In this notice they are saying that they can 
voluntarily deliver them now, where normally w e would not call them 
until April 30. The reason ‘we are doing this is, we have an outlet 
for oats. I think CCC would be better off, even though we are tell- 
ing them we will pay the full reseal payment until April 30, but that 
they can voluntarily deliver them now. 

his may result in a little flow of oats coming to Minneapolis. 

Mr. Suir. Just one more question. 

[am not sure I got all this testimony right, but I can recall how 
the Secretary, over the past several years, has been making these farm 
speeches to chambers of commerce in which he says that these storage 
costs are fantastic and indefensible. Am I to understand, then, from 
this testimony now, in spite of all of these speeches, that he really 
has not conducted any study on how it could be cut down ? 

Mr. Patmpy. As I told you, we had a study ina yearago. I get lost 
a bit as to— 

Mr. Sariru. Is that the only study, is that your testimony—the only 
study that has been conducted on how to reduce these costs and 
expenses ‘ 

Mr. Parmey. This is the only study the Department. has ever made 
of this type. Pr: ankly, I do not quite follow you when you say “ad- 
ditional studies.” 

Mr. Smiru. It seems to me, as long as this seems to have been in 
his mind that there would have been some studies before now as to 
how to reduce these costs and expenditures. 

Mr. PaumpBy. My answer to it is, I think, we have admitted there 
has been some incentive in the storage agreement, but when you 

weigh against it the condition of our inventory, and how well it has 
been maintained, I think we have done pretty well costwise on it. 

Mr. Surru. He certainly did not mean, evidently, from your tes- 
timony, that we should save some money by having more Government- 
owned storage in comparison to private warehousing ? 

Mr. Parmey. No; [amsure he did not mean that. 

Mr. Fountarn. He means the present farm program is responsible 
for all these storage costs, in fact that is what he said, in a more re- 
cent statement he made, and in several other statements he has made. 
In other words, each time anyone has complained about the cost of 
the storage, whether it is as reasonable as you can get it or not, as I 
understand it the Secretary has stated in substance he is delighted 

people are waking up to the fact. 

Mr. Smiri. ‘That is one reason I am so interested in these estimates 
on takeover corn. It seems to me from everything we can learn, it 
shows we took about a third as much corn the first year under that 
program as we did in all the previous years together. 

Mr. FountTarn. ee what yor said, on January 5, 1960, 
there is a release by the Secretary in which he says, among ot her 
things: 


I sympathize with those who are now just waking up to the fact that this is 
4 costly, indefensible, unnecessary, wasteful matter. This is what results from 
the continuance of an outmoded unrealistic program. I have repeatedly spoken 
out about this and urged Congress to take action to modify the law, so that 
grain, especially wheat, will flow into the markets, not into costly Government 
storage. 
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And so forth. Are there any further questions? 

Mr. Smirn. That is all I have. 

Mr. Fountarn. The subcommittee will stand recessed until 2 o’clock 
this afternoon. 

(Whereupon at 12:55 p.m. the subcommittee recessed until 2 p.m.) 


AFTERNOON SESSION 


Mr. Smiru. We will start the hearing. Congressman Fountain in- 
dicated he might be a little bit delayed this afternoon. 


FURTHER STATEMENT OF CLARENCE PALMBY, ASSOCIATE Ap. 
MINISTRATOR, COMMODITY STABILIZATION SERVICE; ACCOM- 
PANIED BY HOWARD PICKARD, OFFICE OF THE GENERAL 
COUNSEL; AND W. E. UNDERHILL, ASSISTANT TO THE DEPUTY 
ADMINISTRATOR FOR PRICE SUPPORT 


Mr. Smiru. Mr. Palmby, according to our information, the CCC 
is actually storing grain in three different types of facilities, com- 
mercial warehouses, Government bins or ships, and farm storage 
under the reseal program, is that correct? 

Mr. Patmpy. That is correct. 

Except get this clear, the CCC has not taken title to that which 
is stored on farms. So that is a distinct difference. We, meaning 
CCC, have the title of that which is stored commercially in bins, 
or in the fleet, but that which is still stored on the farm is the prop- 
erty of the producer. 

Mr. Surru. It is a risk to you in that you may have to take it over, 
but it is not your property yet? 

Mr. Patmpy. tt is a financial responsibility of ours, but not our 
property as such. 

Mr. Navcuton. You do pay the storage as long as it is in reseal? 

Mr. Patmpy. Yes. Actually reseal namewise is a misnomer. It 
is a payment for him to keep him from delivering it to us. 

Mr. Naueuron. When he delivers it, it still has to meet the quality 
specifications for takeover ? 

Mr. Paumpy. Or he is penalized. 

Mr. Naveuton. So that, while he is storing grain on the farm 
under the reseal program, the farmer is in effect performing the in- 
suring function as to quality which the commercial ware- 
houseman 

Mr. Pautmsy. The same as he does through the original loan 
period. 

Mr. Smirn. At any time during the year that you inspect it and 
find that you are afraid that the facility may not be adequate, you 
can order him to deliver it at that time ? 

Mr. Patmpy. Yes. 

This should be noted, too. The minute that CCC has an approved 
farmer, and in turn, his commodity for price support, and he, in 
turn is the recipient of a loan, CCC has taken unto itself the lia- 
bility of that commodity, so that, if it should deteriorate tomorrow, 
CCC is obligated to take that commodity when the producer delivers 
it. 
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They may penalize him for quality, but, nevertheless, he can de- 
liver the grain. 

Mr. Smiru. Now, the Washington office of the Department and 
the regional Commodity offices and the State and local agricultural 
stabilization and conservation committees all take part in these stor- 
age programs, is that correct ? 

Mr. Patmpy. Yes. 

Mr. Smirn. Starting with the Washington office, would you please 
describe the major responsibility at each of these levels, with regard 
to the grain storage program ? 

Mr. Patmpy. To the storage itself, or to price support ? 

Mr. SmirH. Storage first. 

Mr. Patmpy. Ali right. I think the level to start at perhaps is 
with the Board of Directors of CCC. Keep in mind that the Sec- 
retary of Agriculture is Chairman of the Board. The Under Secre- 
tary, under the present organization chart is President of the Cor- 
poration. The balance of the Board of Directors consists of the three 
assistant secretaries, counsel, and the Administrator of the Agricul- 
tural Marketing Service. 

They dictate the policy of overall management, and the Adminis- 
trator of Commodity Stabilization Service has a dual role. He is not 
only the Administrator of the Service, he is the Executive Vice Presi- 
dent of CCC. 

So that in this respect the Corporation operates very much like any 
business corporation, so that the man and in turn the agency that 
performs the duties for the CCC Board is the Commodity Stabiliza- 
tion Service. 

Mr. Smiru. Who is this? 

Mr. Patmey. The Administrator is Walter Berger, and he is also 
the Executive Vice President of CCC. So that, if there is ever a need 
for a further policy decision, other than the policies already laid 
down, the Administrator goes to the Board of Directors for overall 
policy guidance on handling the inventory, but generally these policy 

uidelines are all delegated to the Executive Vice President, so that 
he lays out the broad guidelines as to how the inventories shall be 
handled and also how the takeovers shall be consummated, but going 
on further with your question and getting it into the right slots, at the 
Washington level, then, the Administrator has three deputies. I am 
associate Administrator, and Walter Berger and I pretty much op- 
erate as a team at the administrative level. 

Mr. Smiru. Your associate is Mr. Berger ? 

Mr. Patmpy. Yes, we have three deputies and a sales manager all 
on the same level, the sales manager has nothing to do with inventory 
management as such, so we can lay him aside for the time being. 

The other three deputies have distinct responsibilities, connecting 
in one way or another with the care of the inventories. 

If I may take these each one at a time, the Deputy Administrator 
for Price Support who, in turn, is responsible for the several com- 
modity divisions—in other words, they report to him and recommend 
operational programs that come on up through the Deputy Adminis- 
trator for approval by the Administrator. 

If they are routine, they generally do not come to the attention 
of the Administrator at all, but rather come up to the Deputy Admin- 
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istrator for approval, at which time they are fed to the field, either 
through the Deputy Administrator for Operations, who is responsible 
for the commodity offices, and in turn the commodity offices as I stated 
earlier, are responsible for the overall inventory of the commodity. 

Mr. Smirn. You are speaking of grain. Is it different for cotton ? 

Mr. Patsy. No, sir; it is the same thing, but I will confine my 
remarks to grain. ; 

Mr. Smiru. All right. 

Mr. Paumpy. If the procedure, regulations, and instructions have 
anything to do with the State and county offices, they are more 
through the Deputy Administrator for Price Support, to the Deputy 
Administrator for Production Adjustment, who is the third deputy. 

He is responsible for sending out these instructions and seeing that 
they are carried out through the State and county offices. That com- 
pletes our picture of the Washington operation. 

Mr. Naventon. Mr. Palmby, before leaving Washington, is the 
policy developed by the Grain Division and then presented through 
the Administrator to the Board of Directors for approval in the case 
of the more important policy matters? 

Mr. Patwpy. Anything that has to do with grain, yes; it is nor- 
mally formulated, written, put together by the technicians in the 
Grain Division. It then comes up to the Deputy Administrator of 
Price Support, to the Administrator, to the Board of Directors, 

Mr. Navueuron. If it were an interpretation of policy, it might not 
necessarily go to the Board of Directors? 

Mr. Patsy. If it is an interpretation of a policy, no. 

Mr. Navecuton. So, Mr. Pollock, head of the Grain Division, has 
a great deal of responsibility for the development of policy? 

Mr. Pavcmpsy. In interpreting and formulating, that is mght, under 
some guidelines previously laid down. 

Mr. Naventon. Under the Commodity Credit Corporation Char- 
ter Act, the Commodity Credit Corporation is under the general su- 
pervision and direction of the Secretary of Agriculture ? 

Mr. Patmpy. Yes, sir. 

Mr. Navenron. So that I presume that the Secretary would be in a 
position to overrule the Board of Directors if he felt that the policy 
that they set up was not in the best interests of operating economy, 
perhaps? 

Mr. Patmsy. I think it is very comparable to any other corporation, 
in that he is Chairman of the Board. That is why I started out with 
the Secretary as being Chairman of the Board. 

Mr. Naventon. I am reading from title 15, section 714—— 

Mr. Partmpy. If I may say one thing: Yes, sir, it again is com- 
parable I think to any other organization. He can overrule, yes, sir. 

Mr. Naventon. I guess, in a private corporation, it would depend 
on how much stock the chairman had, but in this instance the 
Secretary can overrule? 

Mr. Patmpy. Yes, maybe my illustration is not too good. But you 
have to compare it with something. 

Mr. Naventon. That is what confused me, because it depends on 
stock interest in a private corporation. In this particular case, while 
the Board of Directors might set the policy, if the Secretary of 
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Agriculture disagreed with it, he could overrule them and prescribe 
the policy for the Department himself ? 

Mr. Patsy. That is right. 

Mr. Picxarp. That is right. May I add something there? 

Mr. Suiru. Go ahead. 

Mr. Pickarv. The Commodity Credit Corporation Charter Act, 
which creates the Commodity Credit Corporation as a Federal Cor- 

oration, provides that it shall be an agency and instrumentality of 
the United States within the Department of Agriculture, subject to 
the general supervision and direction of the Secretary of Agriculture. 

Mr. SmirH. Approximately how much are the assets of the Cor- 

ration ? 

Mr. Patmpy. Mr. Underhill, you answer the question. 

Mr. Unveruity. Well, in terms of borrowing authority, it is around 
$14 billion and there is $100 million in paid-in stock subscription. 
The borrowing authority constitutes the major asset of the Corpora- 
tion, if borrowing authority can actually be considered as an asset. 

Mr. Smrru. Now, in view of this large size of the Corporation, I 
think this is rather important In your official structure do you have 
any one particularly in charge of efficiency and economy in the opera- 
tion of the Corporation? That is, under the Secretary. 

Mr. Patmpy. Congressman Smith, in our very organization in CSS 
which, again I say does the work for the Board, we have a Deputy 
Administrator for Operations, as I said. This has been an innova- 
tion since 1954? 

Mr. Unpverui.it. About that time, possibly a little earlier. 

Mr. Patmsy. I am making a little point of this 

Mr. Smiru. Pardon me. What do you call him? 

Mr. Patmpy. He is Deputy Administrator for Operations. 

Mr. Situ. I see. 

Mr. Patmpy. As I understand the reason why the organization 
chart came into being the way it presently is, and why this deputy 
was set up was because of the size of the Corporation. We felt we had 
to have a clear-cut removal of program formulation from carrying 
it out. In other words, this is a horizontal type of operation. I am 
reminded that there has been a private study on comparing the 
efficiency of our agency in the last several years as compared to other 
Federal agencies. 





I think we have a clipping and in turn some newspaper articles 
on this, which the Department had nothing to do with, and, if you 
will bear with me, I would like to review this and frankly I would 
appreciate its being put in the record, because needless to say, I am 
quite proud of the progress our agency has made in the very thing you 
are talking about. 

This is an employee production measurement guide, which we have 
been working on a great deal within the agency, particularly through 
the commodity offices. 

Mr. Smirn. This is a rating, then, on the efficiency of the em- 
ployees ? 

Mr. Patmpy. Yes, that is right, and productivity of the employees. 

If I may quote from this just a little bit: 


The average efficiency of the typical Federal employee increased by about 17 
Percent during the dozen years ending with 1958 or about 114 percent a year. 
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This enlightening conclusion was reached by Henry D. Lytton, an economic 
and management analyst here in what is believed to be the first comprehensive 
study ever made of Government worker productivity. 

Lytton believes that output per person in Government “may be considered 
fairly comparablé” during the period with that in private industry. 

Lytton tells of his analysis of employee work records in the November issue 
of the authoritative quarterly Review of Economics and Statistics editeg by 
Seymour E. Harris for Harvard University, made public today. 

Then I wish to read a summary of Lytton’s findings of the five 
agency studies which follows: 


CoMMopITY STABILIZATION SERVICE 


The efficiency of its 7,400 employees leaped 74 percent during an 8-year period 
ending in 1958, or about 8 percent. a year the best record of any agency measured, 
Most of the agency’s employees are in price support, supply, and purchase 
activities where their output could be ascertained. 

With your permission I would like to block off the area that has to 
do with our agency in the whole comprehensive study and would 
ask it be put in the record. 

Mr. Suiru. This is not directly involved in this particular hearing, 
but as you know, there is a question of whether or not there should 
be an adjustment in salaries of Federal workers. We have been told 
this year that there should be no increase in salary because it is not 
warranted by increased productivity, yet you have 8 percent per 
year here for 8 years, so there evidently was considerable increase in 
productivity of career employees, 

Mr. Patsy. I would like to point out, Congressman, they said our 
agency is on top of the list. I think I can say this when there is not 
a representative of another agency here. 

Mr. Smiru. What percent of your expenditures have to do with 
employees salaries ? 

Mr. Patmpy. We can supply that. 

Mr. Smiru. I mean, relatively speaking it is a small percentage; is 
it not? 

Mr. Patsy. Yes; very small. 

Mr. Smirxu. Who is in charge of the efficiency and economy as to 
the rest of the Department? 

Mr. Patmpy. There the Secretary, Secretary Benson does have an 
Assistant Secretary for Administrative Management, and _ his 
name is Mr. Ralph Roberts. 

Mr. Suiru. Is that comparable to a cost accountant, or something 
similar ? 

Mr. Patmpy. Yes; he does for the Department what our Deputy 
Administrator for Operations does for CSS. 

Mr. Smirn. Who does he work under? 

Mr. Patmpy. Secretary Benson. 

Mr. Smiru. He is directly under the Secretary ? 

Mr. Patmpy. Yes. 

Mr. Naventon. Mr. Roberts’ position would be devoted more to 
the administrative functions of the Department; wouldn’t it? 

Mr. Patmpy. Yes. 

Mr. Navecuton. He would not be involved in the storage fune- 
tions of the Commodity Credit Corporation ? 

Mr. Patsy. No, sir; not directly. 
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Mr. Naveuron. I am wondering, in view of the excellent produc- 
tivity record you made reference to—and I have no reason to disagree 
with that opinion in any respect, because I think you have some very 
efficient and effective employees—do you think that may account 
for the fact that the Government is able to store corn in its bins at 
around 5 cents per bushel whereas it cost private industry an average, 
according to your figures, of 914 cents? 

Mr. Patmpy. No, sir. I think there is very little connection, other 
than the fact I would be the first to say we have good people; but the 
percentage of salaries itself is so very small in the total cost that I 
think the relation that it has to the cost of storing grain outside 
of their ability is very limited. 

Mr. Smirn. Mr. Roberts, then, is the person that is responsible for 
finding ways to have more efficient and economical storage costs; is 
that night ¢ 

Mr. Patmpy. No, sir. 

Mr. Smiru. Who is that then ? 

Mr. Patsy. Mr. Roberts—the Assistant Secretary is responsible 
for administration for the entire Department of Agriculture, but this 
becomes a program matter in CSS as regards storing grain. 

Mr. Smiru. I see. Then there is not really anyone that is com- 
parable to a cost accountant or any group that is comparable to a 
cost accountant as relates to storage; isthat right ? 

Mr. Patmpy. We have an entire Fiscal Division in CSS which is 
our largest single division, and we also have an Audit Division in the 
Commodity Stabilization Service as such. 

Consequently, we have a Director of the Fiscal Division, and a 
Director of the Audit Division, too. 

Mr. Naueuton. You have no one that would be in the category for 
example, that I guess has come to be called an efficiency expert or 
making management studies, as you might have in a private cor- 
poration ? 

Mr. Patmpy. On storage as such ? 

Mr. Naucuron. Storage or other operations. 

Let me see if I can clarify this. I am sure, that within the office 
of the Deputy Director for Operations you have people who are con- 
stantly trying to find better ways of carrying out the policies that 
have been set by the Secretary or the Board of Directors. 

Do you have any group of efficiency experts, or whatever you might 
call them, that study the policies to see if you can develop more effi- 
ciency and economical policies ? 

Mr. Patmpy. We certainly have a group under the Deputy Admin- 
istrator for Operations, spending full time on how we can develop 
more efficient procedures under our policies. But when you talk about 
having a group to study whether our policies are most efficient or not, 
you are really getting in the program area as such. 

There are two distinct things. One is the efficiency in operation once 
the policy is laid out, and how we carry this out in the most efficient 
manner. This is under the Deputy Administrator for Operations. 
This is where our mechanical arm, robots, and so on, go into action: 
As to checking whether this policy or the other would have been more 
efficient, I get a little lost as to quite how to answer this. 
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Mr. Smirxn. Who, for example, is in charge of determining whether 
or not you should have or should quit having a reconcentration policy, 
as an example ¢ 

Mr. Naveuton. I think Mr. Smith is speaking of the 1958 recon. 
centration program as we heard about it out in Iowa, rather than the 
movement toward terminals. 

Mr. Patsy. Well, here again the commodity office director has 
lot tosay. He has broad authority to move grain “in line” as he deems 
necessary to handle takeover and to make room for producers’ crops, 
This is part of the inventory management authority and responsibility 
which has been delegated to that commodity office director. 

If there is anything unusual, or he deems that something of a broad 
scope beyond this should take place, then he comes up through chan- 
nels which is Deputy Administrator for Operations, and in turn the 
Administrator, for advice. 

Mr. Smirn. Well, for example, if it was determined to move some 
corn, and possibilities are to move it to the State of Washington and 
put it in a ship, or New Orleans, and put it in a warehouse, or up to 
the Great Lakes perhaps and put it in a terminal. 

Is there someone that makes an analysis as to the relative cost of 
handling it that way ? 

Mr. Patmpsy. Yes, sir. 

Mr. Smrru. Who makes this analysis? 

Mr. Patmsy. Undoubtedly the grain division does. 

Let me tell you how it would operate. 

Let’s say the director of the Chicago office has informed the Deputy 
Administrator—Operations that in his opinion he is “tight” by 10 
million bushels of space. At that time the Deputy Administrator— 
Operations, and the Deputy Administrator—Price Support, would 
confer with the grain division, and say here is 10 million bushels of 
corn. 

How can we best handle this in your opinion? At which time, the 
technicians in the grain division analyze the cost of moving it to 
different areas and analyze the cost of bin erection, or what other 
alternatives there may be, at which time they come back to the Deputy 
Administrator—Price Support, and lay out these alternatives, at 
which time the Administrator has full authority to make a decision 
as to what should be done. 

Mr. Smrru. Then was this the procedure followed when the re- 
concentration policy was decided on? 

Mr. Patmpy. If it calls for anything unusual that involved out of 
line movement—again keep in mind the Director in his area has broad 
authority to carry on routine, but if there is anything unusual, this 
is exactly the pattern that is followed. 

Mr. Underhill does remind me that quite often it goes on up to 
the CCC Board. Actually, the Administrator has two choices. He can 
make at that time the decision that this is not enough unusual—I can 
make the decision myself or he may go on up to the Board of Direc- 
tors for the decision. 

Mr. Smirn. OK. This gets us to where the decision has been made. 

Now, after it has been made, is there someone then that is in charge 
of looking back over decisions that have been made to determine 
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whether or not in the future a different kind of decision might result 
in saving ! 

Mr. Patmey. Internal audit. 

Mr. SmitH. Internal audit ? 

Mr. Patmpy. Yes; this is our own arm, then. 

Mr. Naucuton. Of course they have no policy responsibility; do 
they ? 

Mr. Patsy. No, sir. 

Mr. Nauecuron. They are not expected to make recommendations 
in changes of policy ? 

Mr. Pitiasy: They do make recommendations, they may report 
that here was a loss our agency sustained, that had it been handled 
otherwise, the loss would not have been there. At this point, the 
commodity office directors and in turn, the policy people must answer. 
We make a record and we come to answer the audit report, and some- 
times we make some mistakes. 

Mr, Unvernityi. The General Accounting Office follows about the 
same function I would say. They make a postaudit of some of our 
operations, of course it is easier to see mistakes after the fact, and they 
recognize it, but they can always be helpful in pointing out what 
might have occurred if we had handled a matter differently. 

Mr. Naveuton. Do you normally follow the recommendations made 
by the audit division ? 

Mr. Patmpy. I will answer it this way: We have to take cognizance 
of them, and sometimes we have a very good answer and say, Mr. 
Auditor, this was the situation, but finally we have to answer or fol- 
low; yes, sir, we have to. 

Mr. Naventon. You have to follow the recommendations ? 

Mr. Patmpy. We have to. Because we cannot live with ourselves 
as conscientious administrators unless we do give it serious thought. 

Mr. Naueuton. Are you sure about that ? 

Mr. Patmpy. Do you mean as far as having to, as far as their di- 
recting policy; no, sir. But when an auditor tells me, as an acting 
administrator at the time, that you could have saved money by doing 
this, all of our people including myself give the matter serious con- 
sideration, and we either knock down the suggestion or the recom- 
mendation by answering it, or we take a very serious look at whether 
we should adopt this recommendation. 

Mr. Unperutirt. We have to give consideration to it. We may not 
agree with it. We may have additional facts the auditors did not have 
that would have made it impractical to follow that suggestion. But 
certainly whenever the audit reports recommend any change, it is 
given very careful study. 

Mr, Patmpy. But to make one thing clear, they do not have the 
power of dictating policy. 

Mr. Navcuton. They might point out a way in which you could 
save, let us say, $100,000 a month on storage costs, and you might sim- 
ply say to them, “No; we are not going to do this.” 

Mr. Patmpy. It might be in conflict with what our policy is; that 
is right. 

Mr. Naventon. If their recommendations for savings conflicted 


with the established policy, then you would not follow their recom- 
mendations ? 
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Mr. Patmpsy. That is possible. 

Mr. Nauecuron. Is there anyone who goes into analyze the policy 
to determine whether the policy is costing you additional money and 
should be changed ? 

Mr. Paumpy. I think the best answer to it is the way we operate. 
It is a constant problem with us, and certainly you will never find 
Mr, Berger and I not doing the utmost to explore whether this policy 
was right or that policy is wrong in keeping in line with what we think 
the dictates demands and wishes of Congress are. 

This is a very broad area, but I think any administrator must ex- 
plore what savings may result from a change in policy, we just have 
to, as conscientious people. 

Mr. Navueuron. But you have no figures showing how much this 
policy of using private facilities first and leaving your own empty has 
cost over the years ? 

Mr. Patmpy. And there is no one who can arrive at that figure. 

Mr. Naveuton. Well, if it costs you 5 cents to store in your own 
bins, and 1614 cents to store in commercial warehouses, and you are 
spending $450 million a year, it is easy to see that you have got at 
least—Oh, perhaps a hundred million extra. 

Mr. Patmpy. I do not agree with the analysis at all. 

Mr. Founrain. They would have to build some more Government 
bins. 

Mr. Navueuron. But annual cost is only 5 cents a bushel, including 
depreciation and interest on the investment. 

Mr. Founvrarn. They still would have to build some more bins, 

Mr. Naueuton. That is true, but this is where the policy comes in. 

Mr. Paumesy. Mr. Naughton, let me say two things: First of all, as 
I said before, if it is the desire of Congress that the charter act 
should read differently we will observe any change made. We would 
not recommend it. 

Secondly, you just can’t, there isn’t anybody that can look at two 
cost figures, one a binsite cost figure, and the other one a cost to us 
of storing commercial and entering into a simple subtraction and say, 
This would be the saving, because you cannot arrive at a saving that 
way. 

Mr. Navueuron. It is a little more complicated than that, but have 
you ever made any effort to try to determine what the cost would be 
of building additional Government facilities, rather than encourag- 
ing the expansion of further private facilities? 

Mr. Pautmsy. We know exactly what it would have been back 
when we stopped building bins. The last bins that we had erected 
cost us right at 30 cents a bushel, erected basis. We have no reason 
to believe in the next year it would cost much more. I think even if 
we bought them today, the figure would not be too greatly different 
from that figure. 

Mr. Naveuton. Well, it is simply a matter of multiplying the cost 
of the bin storage, including the elements that go into that cost, and 
comparing that with what it cost you in private storage, isn’t it? 

Mr. Patsy. No, no, it is not. 

Mr. Nauecuton. Except for the policy, which is what keeps you 
from storing in Government bins, apparently. 
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Mr. Patmsy. Mr. Chairman, I think I have given the best answer 
anyone can give on this this morning, when I went through this rou- 
tine of saying “live” and “dead” storage. : 

Now, granted there is increase in technology each year, which I 
think our chart so aptly showed, and I think that we can keep grain 
longer—its seems like each year the risk is getting somewhat less be- 
cause of technology. But I do not know, and I do not think there 
is any study that can show at this point where the greatest saving 
would be. 

So, as I said this morning, the bin program is a nice supplement 
to the commercial type of operation and we can have quite a percent- 
age of our inventory in dead storage as compared to that which is in 
live storage. If any of you would have told any grain man 10 years 
ago that we had as high a percentage as we have today in dead stor- 
age as compared to live, they would say, it is dynamite that is about 
to blow up. I do not think it is today, but as to how much further 
this could go, and be a real saving, I do not know. I know that it is 
not a simple matter of arithmetic. 

Mr. Naveuron. But you have no studies that have been made of 
this very question which have been presented to the Secretary and 
the Board for their examination ? 

Mr. Patmsy. And if I were to recommend a study today, I do not 
know quite where we would have to start because you are using judg- 
ment factors. What I am saying is this, Mr. Naughton: In our 
considered judgment, keeping in mind the statute as it is, we have 
done a pretty good job. I apologize to no one on it. And this has 
been the responsibility that, through the organization has delegated 
to the Administrator, and so I do not know what more we could de- 
velop in line with the recommendation. 

Mr. Naveuton. Well, for example 

Mr. Fountarn. Let us continue and lay the facts on the record and 
then we can arrive at our conclusion concerning the evidence. 

Mr. Smirn. I think, Mr, Chairman, Mr. Palmby had completed 
telling us the structure of the Washington office in the grain storage 
business. He was going to go then to the regional office, or whatever 
the next echelon is. 

Mr. Patmsy. That completed our Washington organization. 

Then going a bit further to the five grain offices which we have in 
the field, these are at Evanston, Kansas City, Dallas, Minneapolis, 
and Portland. These commodity office directors have broad authority 
of deciding when and how much grain to move “in line,” and by “in 
line” means that we do put more money into the grain inventory which 
we own, but that it moves in a line so that as the money is put into it 
ismoney that should make the grain worth more when it is disposed of. 

So the commodity office director has this broad authority, and 
generally it is pretty routine. He knows when best to move in line 
with the program activity, and in line with the seasons. Anything 
unusual, he comes back in through his Deputy Administrator for 
policy. 

Looking over to the other deputy just a minute, who is in charge 
of the State and county offices, I have often described this Deputy 
and his State and county officers as being the arm that acquires the 
grains under price support, and I think this is probably about the 
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best way to define them. So they in turn carry out the instructions 
of the price support program and the only inventory management 
responsibility they have is for grain which is taken into the bin sites, 
The State and county office are responsible through the Deputy 
Administrator for production. Adjustment for administering the 
bin program and caring for the commodities in the bin sites, 

I should have made one comment as regards the reserve fleet. This 
too is a part of the commodity office operations. The ones on the east 
coast, the Evanston office, and the one on the west coast, the Portland 
office. 

Summarizing it, in the field, the county office makes price support 
available; in turn it issues delivery notices when there is default, 
at which time they have carried out their responsibility unless it 
has come into our bin site, at which time the responsibility carries 
on until the grain has been disposed of out of the bin site. 

Once the grain has been delivered to the commercial house, the 
commodity office under the Deputy Administrator for Operations 
assumes responsibility. 

Mr. Smiru. Mr. Chairman, the regional office then assumes re- 
sponsibility when it is in a warehouse ? 

Mr. Patmpsy. Right. 

Mr. Smrrn. This regional office is something fairly new, is that 
right ? 

Mr. Paumpy. No. 

Mr. Smirn. When was it setup ? 

Mr. Unverutiix. Back in the thirties. They have been there all 
along. 

Mr. Smiru. In other words, then, the change made in 1953 or 1954 
was in the authority of the office ¢ 

Mr. Patmpy. It was made in the Washington organization, I think 
is what you are after. 

Mr. Unperuitn. For a short. period of time the county committees 
tried to render some supervision over the commercial warehouses in 
their counties and territories. It was a trial which lasted 1 or 2 
years and was not found to produce any advantages, and the respon- 
sibility was returned to the commodity office. 

Mr. Smirn. I see. This includes the inspection of warehouses 
and so forth? 

Mr. Unpreruiii. That is correct. 

Mr. Smiru. This happened in 1954, or somewhere in there? 

Mr. Unveruii. That would be about right. I am not sure of the 
exact year. 

Mr. Navenron. The State offices, as I understand it, and the county 
offices, have some responsibility for arranging with the producers 
as to which particular elevator corn will be delivered to? 

Mr. Patmpy. The county office mails to the producer a little card 
and asks him if—asks him two or three questions in most of the grain 
area—I say most because in some States the programs are not offered. 
But if a reseal program is offered, he asks, “Do you wish to reseal, do 
you wish to redeem, do you wish to deliver? If you wish to deliver, 
please designate where you wish to deliver.” ' 

Mr. Naveuton. As I understand it the State office coordinates with 
the regional office in determining where the needs for storage space 
are, and in planning movements out of CCC bins? 
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Mr. Patsy. Right. 

Mr. Naucuton. Does the State office also through the county of- 
fices have something to do with sales of CCC commodities to ware- 
housemen ? 

Mr. Patmpy. Out of the binsites, the State and county offices, again, 
are responsible for sales out of the binsites. 

Mr. Naucuron. Would the State office through the county office 
also supervise binsite loading contracts being carried out by private 
warehousemen ? 

Mr. Patsy. Yes, sir. They are the custodians of the binsite. As 
long as there is any grain in the binsite, they are responsible as cus- 
todians of them. 

Mr. Naventron. Do they handle inspections also at times—no, I 
guess the inspections of deteriorated commodities in warehouses are 
handled by inspectors from the regional offices ? 

Mr. Patmpy. By the warehouse examiners out of the Commodity 
office. 

Mr. Naventon. Do you have any situations where commercial ele- 
vators have responsibility for keeping charge of inventories in bin- 
sites where they make the inspections and send in reports to the State 
office ? 

Mr. Patmpy. No, sir. I cannot conceive of there being any excep- 
tion; this is the county office responsibility. 

Mr. Founratn. I came in, Mr. Palmby, when you may have been 
answering this question, or endeavoring to answer it, I am not sure. 

Of course I think all of us know that in a program as vast as this 
one is, one which is bigger than the Government itself used to be, the 
difference between efliciency and slipshod operation can obviously 
mean millions of dollars to the taxpayers, is that not right? 

Mr. Patmpy. I certainly agree with that. 

Mr. Founrarn. Is there any particular official, or are there a group 
of officials in the Department who have responsibility for insuring that 
this program is being operated with the maximum possible efficiency 
andeconomy? I know the Secretary of Agriculture as the overall head 
isresponsible. But other than the Secretary, is there another specific 
individual, yourself, or someone else, or group of individuals who by 
coordinating their activities, individually or collectively, have that 
responsibility ? 

Mr. Patmpy. Mr. Chairman, when you were out I did ask that there 
be put in the record an item that appeared in the papers here as re- 
gards the efficiency in our own agency—and so that I can impress upon 
this committee, I make no apologies for our agency as regards the 
administrative people. I think we have an excellent record as re- 
gards production per man-year, second to no agency in Government. 

Now, as regards the efficiency of these policies, I am sure that is 
what you perhaps are more interested in: I did make this comment 
that we have been forever reminded by the Secretary and the Board 
of Directors to recognize this area of cost and to have all possible 
efficiency in anything that we do. 

Now, when you ask the question have we made specific studies, or 
are there specific things that we have done to insure such efficiency, I 
cannot answer that as such, other than that it is a daily thing with us, 
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of weighing, should we do this, or should we do that? And every time 
that we have alternatives of how an inventory might be handled, or of 
how an inventory might be moved, this is the thing that we are al- 
ways looking at. And J went on further to state that we have our in- 
ternal office of audit which is constantly auditing “after the fact,” 
rather than before the fact, as we in policymaking have to do, 

We give those recommendations of theirs proper consideration, but 
in line with the policies that we have. 

I guess that is the best explanation I can give of this. 

Mr. Fountain. I think no one would argue with the position that 
where private enterprise is used, private enterpr ise ought to be per- 
mitted to make a reasonable profit. 

What I am thinking of is something such as I think I have cited 
before. In my State “of North ¢ ‘arolina we have our own highway 
engineers. Before we ask for bids for the construction of a mile of 
highway, those engineers make a thorough study as to what they 
think it ought to cost a contractor to do the job, and wh: aut they think 
would be a reasonable profit consistent with a contractor’s operations 
in other fields. Then when they ask for bids, if the low bid received 
is out of line with the cost estimates which they have made them- 
selves, they just throw out the bids and start over again, They may 
miss some factors; but they do a pretty thorough job, and in many, 
many instances, I might say, they have gotten bids lower than were 
their own estim: ites. Has a study been made to determine what ought 
to be a reasonable cost for the storage of these surplus commodities 
before the contract is negotiated ? 

Mr. Patmsy. The most exhaustive and the only really complete one 
we have is a study we presently have. Again I refer you to the study 
that had run concurrently from 1940, on these indices. 

I fully realize what you said about the cost of building a stretch of 
highway. I have had a good deal of experience in school erection. I 
know whereof you talk. We followed the same technique. It works 
very well. But this kind of a thing here is entirely different as far as 
getting your finger on something that is real concrete. It slips away 
from you. 

We have these charts here, and as I say again, this was the best 
that really could be developed for about 18 years on estimating what 
the costs should be, and this is going back and getting the cost figures 
on the items that go into making up | the storage of grain. 

As we looked at these things in 11957 and 1958, we could see that this 
is no longer an adequate picture to work from. So this is why we 
went this other route, which is a hard thing to get your finger on, but 
I frankly would like to take pictures of these charts and again put 
them in the record. I think they tell quite a story of how for years 
it appeared fairly reasonable to use these cost items. They seemed 
to do pretty well. But here again when this jump in technology 

came around, it completely changed the picture. 

So with your permission, if we could get pictures of these charts, we 
would like to have them in the record. 

Mr. Fountain. We would like to have them. 
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(The charts referred to follow :) 
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Let me ask you this. Have you formed any conclusion in your own 
minds as to what is a reasonable profit for those engaged in the 
storage business to make on top of their investment ? 

Mr. Patmpy. Frankly, I have not. This is one of the items that 
we must come to some conclusion on before we finally complete the 
present renegotiation. It will be these unknowns which include profit, 
return on their own capital investment, a figure for shrinkage, a 
figure for quality and quality deterioration and loss—these are the 
unknowns which must be studied together with the known factors. 
The policy people in the Department, which are the Board of Directors 
and the Secretary, must give us guidance on when we get to this stage. 
We still are not quite to the point of throwing the problem in their 
laps, because our study has to be refined some, particularly as regards 
areas and commodities. 

So in answer to your question, I cannot answer it in terms of cents 


per bushel. 
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I know that Congress would not want us to come out with an agree- 
ment that would be so unattractive that it would deny price support 
to producers in any area in the United States where there present] 
are commercial facilities, This is why the question you have asked 
is a difficult one to answer. 

Mr. Founrarn. I realize you have to have storage in order to take 
over the crop. 

What disturbs me is, in support of this so-called private enterprise 
principle—and I do not believe there is anybody in Congress more 
strongly in support of private enterprise than I am. 

It is hard for me to feel that it was the intent of Congress that this 
storage problem which has been costing the taxpayers so much should 
be used either indirectly or directly, consciously or unconsciously, as a 
means of creating more private enterprise than we already have, which 
may go on and operate for a reasonable period of time, but one of 
these days may have to fold up. 

How far are we going in creating new private enterprise? Do you 
have any figures indicating the percentage of those engaged in the 
storing business who were not in the business at all, say, 3 years ago! 

Mr. Paumpy. I do not have any figures. I do not know how suc- 
cessful we would be in getting some figures on this. 

Mr. Fountarn. Would it be difficult ? 

Mr. Patmpy. We call them “Johnny-come-latelys.” 

Mr. Unperutiiy. It would be quite difficult. 

Mr. Fountain. Where you already have established grain elevators, 
which are looked upon in the community as established in business, 
and they have expanded, I can understand that. But where this pro- 
gram is used by people simply to build facilities and get Government 
grain for storage, in order to have a continuing income with nothing 
else to do, and have no incentive to merchandise grain, it is sort of 
hard for me to think Congress ever intended that sort of thing. 

Mr. Patmpy. I think we can get a fair estimate on this at least, and 
maybe it will be a pretty accurate figure. 

I would say the percentage is not so high as generally is felt. It 
is higher in the Dallas area than in any other area, at least that is my 
opinion sitting here, whereas the other extreme I think is the Min- 
neapolis area, where “Johnny-come-lately” is practically nonexistent. 
But we will try to get a reasonable figure on this. 

Mr. Fountatn. I would appreciate that. 

(Norr.—It was concluded after investigation by the Department of 
Agriculture and discussion with subcommittee counsel that this in- 
formation would not be supplied. It was found that many established 
grain firms expanded through new companies having different cor- 
porate names and that many partnerships have changed to the cor- 
porate form of organization since legislation was enacted which per- 
mitted corporations under some circumstances to be taxed as partner- 
ships. 

(It was determined that a detailed analysis of the history of many 
organizations would be necessary to determine how many grain eleva- 
tors are owned by “Johnny-come-latelys”. The cost of such a study 
would be out of proportion to its value.) : 

Mr. Founrarn. I notice in a press release Mr. Benson said the 
Department has been doing everything possible to handle the storage 
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job in strict accordance with the directives and intent of the laws 
Congress has given us and in line with sound and practical operations. 
Wherever practical by congressional mandate, he says we are obliged 
to— 


utilize the usual and customary channels, facilities and arrangements of trade 
and commerce, usual and customary 


and then he adds that : 


This is the reason for example we are not using all the space available in 
Liberty ships. 

It seems to me that in spite of our effort to help private enterprise, 
rather than to encourage the creation of new businesses for the pur- 
pose of engaging in the storage of these surplus commodities, it would 
be much better to use these Liberty ships, because they belong to the 
taxpayers. The taxpayers have had to pay for all these surplus com- 
modities, and I do not think anyone intends that anybody should make 
another profit on top of what the taxpayers have already paid, unless 
they are people who are engaged in the business and we are using them 
because it would be about as economical as it would be for the Govern- 
ment to do it. 

Do you have any comment to make on the statement Mr. Benson 
said about not using Liberty ships? In other words, using private 
enterprise instead. 

Mr, Patmpy. Yes; I think I have. 

We have used Liberty ships as a last resort in each case. I covered 
something on it on the spring wheat problem this morning, as com- 

ared to the present rates that we pay under the “uniform.” We can 
break about even on a Liberty ship if we have it in storage something 
alittle less than 2 years. In other words, the cost of filling and empty- 
ing is quite high, and towing it, and getting it back. 

So, rst of all, we have to admit we are going to have it in storage 
about that long before we catch up. After that, as compared to the 
present rates under the “uniform,” it is some cheaper to have it in the 
Liberty ship. Then the longer it stays there, assuming there is no 
quality loss, then it gets cheaper. 

The chief reason, however, as administrator that I do not like it is 
by the very location, which is in the northwest and on the east coast, 
once we get a grain in a Liberty ship we are at what we call the end 
of the line, there is nowhere to go with the grain. This is the reason 
why we have put nothing but wheat in these ships, because this is an 
export item, but any other grain, other than wheat, would mean that 
we have lost all our chances for selling it domestically. 

From that standpoint I never liked it, but I say for a long period 
of storage, as compared to the present rates under the uniform, assum- 
ing no quality or quantity deterioration, there is this period of time 
that it catches up and becomes profitable. 

Mr. Founratn. Mr. Smith. 

Mr. Surru. What is to keep you from putting these Liberty ships in 
the Great Lakes or down at New Orleans ¢ 

_Mr. Patsy. The warm weather would be certainly against us in 
New Orleans. We could not have long-time storage in New Orleans. 

Mr. Suirx. What about Lake Michigan / 
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Mr. Paumpy. It seems to me we have explored this once. Do you 
recall, Mr. Underhill ? 

Mr. Unperui. I do not know. Certainly it would not have been 
practical before the St. Lawrence Seaway was completed. But whether 
we could do it now, I do not know. 

Mr. Patmpy. This would have to be an arrangement with Maritime, 
as you know. 

Mr. Unveruiii. It is expensive to move the ships, even from the 
fleet anchorage up to the grain elevator—quite expensive. I would 
think moving them all the way around from the Atlantic into the 
Great Lakes would run up into a very substantial figure. They are 
deactivated. It is not a question of just putting heat in the boilers and 
moving them around. They have to be towed. 

Mr. Smira. That is all I have. 

Mr. Naueuron. In view of your comments about the undesirability 
of putting grain other than wheat into fleet storage, would you con- 
sider it undesirable as a general matter of policy to move grains which 
are used primarily domestically from production points in the Mid- 
west to coastal locations ? 

Mr. Patsy. That is what I had in mind, yes. 

Mr. Naveuton. However, you still moved some 35 million bushels 
of grain sorghums from Kansas and Nebraska, last year, or in 1958, 
into commercial storage on the west coast ? 

Mr. Patmpy. Yes; and we did this in preference to putting it in 
fleet up there, because it always has been our policy to put it in 
commercial storage, as you know. 

We at that time were faced with several alternatives. One, of 
course, was to erect more bins. 

Still another one was we could encourage further commercial ex- 
pansion in this area to accommodate the sorghums. 

The third was to move it in that direction where there was space. 
We chose the latter, and we have quite a file on this, because we simply 
did not want to expand further. We did not want to encourage com- 
mercial people to overexpand further in that area. 

And finally we moved it there because as we looked at the selling 
prices through the months and years prior to then, it looked like we 
would have a fairly good chance of recouping most of the transit 
that we put into grain sorghums moving west. 

Mr. Naveuton. You are prohibited by law from selling that grain 
sorghum for domestic consumption at less than the formula figure, 
are you not? 

Mr. Patmpy. Yes, sir. 

Mr. Naventron. The market price has not approached the formula 
figure on the west coast, has it ? 

Mr. Patmpy. I do not know if it has this last summer or not. Do 
you know whether it has? 

Mr. V. G. Barton. It is getting pretty close on the west coast, but 
more so in California than in the Northwest. 

Mr. Navcuton. Was it your expectation you would be able to sell 
this sorghum domestically on the west coast, or for export? _ 

Mr. Patmpy. For export on certificates, or if market price should 
climb—we sold a good volume of grain sorghums in the States domes- 
tically last year, at the statutory minimum, and the minimum out 
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there is higher than it is back in location where it originated. And 
so this offset a good deal of the transit which we put in it. 

Now, finally, these stocks are not going to remain forever. What 
avenues are open to us? One is for export, either outright or on 
certificates. ‘Two, it will be sold at the formula sooner or later. Or 
third, it will deteriorate before it gets to either one. If the latter 
should be true, and we should deem it unsafe for futher storage, the 
return in that area out there is far higher than at point of origin. 

So the risk of moving it out there is not near as great as the transit 
which we put in it would indicate. 

Mr. Naucuron. Of course what about the additional storage you 
put in it out on the west coast ? ; 

Mr. Patmpy. The storage facilities were there. 

Mr. Naventon. It costs you, was it 15 cents a bushel extra to ship 
it out to the west coast rather than the gulf? 

Mr. Patmsy. Fifteen cents was the maximum we allowed any to 
move at. We had to pay storage regardless of where it was. 

Mr. Naventon. It also cost you quite a sum to have it screened, did 
it not, en route to California, to meet State requirements for importa- 
tion of grains? 

Mr. Patmpy. Yes, there is a screen charge on those moving into 
California. I would have to hasten to add, that which has moved into 
California, if it follows the traditional pattern when we finally dis- 
pose of it, was going to prove it was not too bad a judgment move as 
far as the assets of CCC are concerned. California is a feed deficit 
area as a rule. 

Mr, Unveruiii. And the best domestic market for grain sorghums. 

Mr. Naventron. But of course the law prohibits you from selling 
this grain domestically unless it has deteriorated ? 

Mr. Patmpy. That is right, or at the minimum. 

We sold considerable stocks of the volume we sold last summer at 
statutory minimum. If it follows the traditional patterns, we will 
be selling stocks this next summer. 

Mr. Naucuron. Have those been sold in California or production 
points in the Midwest ? 

Mr. Patmpy. Production points in the Midwest which have lower 
selling prices than California. Iam not sure whether we sold some in 
California last summer or not; I can supply you this. 

Mr. Navenron. Do you know offhand whether in the couple of 
years previous to the time you shipped this grain sorghum to the west 
coast, you had made any substantial sales of grain sorghum at the for- 
mula price on the west coat, and whether you had made any dollar 
sales, not Government financed sales, of grain sorghum for export 
through the west coast ports ? As a matter of fact there have not 
been in the last 10 years, have there, any dollar 

Mr. Patmpy. You mean outright cash sales ? 

Mr. Navewron. Outright cash sales of sorghum for export from 
the west coast. Do you know of any instance in the last 10 years 
there has been any substantial sale made for export through the west 
— orts, except for some PL-480 sales you made, where we financed 

em ¢ 
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Mr. Patmpy. I would not be certain of this. Of course we classify 
title I-480 as a cash sale. The result is the same. It comes from the 
same stock. 

Mr. Navueuton. The taxpayer pays out dollars to finance it and 
gets back rupees or lira, which do not reduce his tax bill any. 

Mr. Patsy. Well, I know, but I say as far as selling procedure 
and selling price, and where it goes, the cargo exported, recipient of 
title I, it may be part cash and part title I. We cannot break it down 
as to which is which. 

Mr. NavucutTon. Cash sales are preferable to title I sales, are they 
not ¢ 

Mr. Patmpy. Yes, sir. 

Mr. Naveuton. Hasn’t the historic market for grain sorghum for 
exportation been through the gulf ports? 

r. Patmpy. I amsorry, I missed that question. 

Mr. Navueuron. I probably should not have said 10 years, we ma 
have sent some sorghum over to Korea during the war, but hasn’t the 
historic market for exportation of grain sorghum been through the 
gulf ports? 

Mr. Patsy. Yes, I am sure it has, yes. That is close to the pro- 
duction area. 

Mr. Naveuton. Perhaps I should change my time period to 5 years 
rather than 10, because we may run into the Korean war. i 

Mr. Patmpy. There is a normal movement, however, of grain sor- 
ghums into California. 

Mr. Naveuton. Most of it comes from New Mexico and Arizona, 
does it not ? 

Mr. Patmpy. Yes. 

Mr. Naueuron. It is trucked in rather than shipped ? 

Mr. Unveruiu. The rail rates have been cut very substantially in 
the last few years and that may change the pattern in the future. 

The rate decreases were made about the time we first started moving 
that grain sorghum to the west coast. 

Mr. Naveuton. But you have now in this grain sorghum the 35 
million bushels, 15 cents per bushel additional] transportation costs 
as compared with transportation to the gulf. 

Mr. Unpernty. Say an average of 9, rather than 15 which was the 
maximum in any case. Most of it went for less than 15 cents above 
the cost of moving it to the gulf. 

Mr. Naveuton. I would like to have the breakdown of how that 
average was figured, not now, but for examination later on. Cer- 
tainly you authorized up to 15 cents per bushel additional transporta- 
tion costs, plus screening costs, and it has been out there now, some of 
it was moved I guess around June of 1958, am I right ? 

Mr. Patmpy. That sounds reasonable. 

Mr. Naveuton. Yes. So you have now anywhere from 18 months to 
close to 2 years of additional storage 

Mr. Patmey. Mr. Naughton, it would have been stored some place 
either way. 

Mr. Naventon. I am making a comparison of what it would have 
cost you to build bins. 

Mr. Patmpy. I understand. 
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Mr. Naveuton. It would cost you 30 cents to build bins in Kansax. 
It costs you in some of these cases 15 cents additional freight, plus 
screening charges of 2 or 3 cents a bushel, plus storage charges for a 

ear and a half to two years on this grain sorghum, which if my calcu- 
ations are correct runs the cost up close to 45 or 50 cents a bushel that 
you have in that grain sorghum sitting out on the west coast; and you 
do not have any market for it now, do you? You cannot sell it 
domestically. 

Mr. Patsy. Mr. Naughton, if we had a market for it now we would 
sell it tomorrow. 

Mr. Naveunton. How much longer do you think you will have to 
pay storage on that? 

Mr. Patsy. I cannot answer that question now. 

Mr. Naveuton. You have 45 cents in it now; you could have built 
bins for 30 cents, and you already would have had it paid for in the 
cost incurred in the movement. 

In looking over the papers on this transaction, I may have missed 
something but I saw no analysis presented to the Board of Directors 
or anyone else indicating a comparison of the cost of moving this 
sorghum out to the west coast as against the cost of building bins. If 
that was made, I missed it. 

Mr. Patmpy. Mr. Naughton, what I would like to do for the record, 
and for your information here, is to go back and compile what the 
average cost of freight additional was, what the criteria we used was 
in sending it out there, as regards the historical selling price, be- 
cause this is part of the package. When the history is finally written 
on the whole pile of sorghums, this is going to be part of the pack- 
age, so I would like to put this all in a statement and submit it. 

Mr. Founrarn. We would be glad to receive it. 

Mr. Patmpy. Because this is part of this whole inventory manage- 
ment problem. 

The information is as follows: 


Nore.—The study which was made prior to the movement of grain sorghum to 
the west coast in 1958 related to the comparative costs of movement to the gulf 
and to west coast points and the comparative values of grain in the two locations 
based on domestic market prices. It was not known at the time that the grain 
would remain in storage on the west coast for several years and no comparison 
was made as to cost of long-term storage in Government or privately owned 
facilities. It should be noted, however, that much of the problem was caused by 
the large size of the current crop. CCC would not acquire title to any of this 
grain until some 9 months after the harvest. It has never been the policy of 
OCC to erect bins for the purpose of storing grain while title is still in the 
producer. On the other hand, it has been the policy for years to reconcentrate 
grain prior to harvest in order to make space available to farmers who might 
otherwise not be able to place their grain under roof. 

Asummary of the situation and the study made is as follows: 


STATEMENT WitH RESPECT TO MOVEMENT OF GRAIN SORGHUMS TO THE WEST 
COAST IN 1958 


During the spring and summer of 1958 the general grain storage situation in 
the Midwest was acute because of the large quantity of grain stocks in store 
and the anticipated quantity of stocks to be acquired under provisions of the 
price-support program. At that time, the crop prospect for 1958 was extremely 
favorable and a heavy yield was anticipated. This was particularly true with 


—— to wheat and sorghums in Colorado, western Nebraska, and western 
ansas. 
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While, at that time, considerable new commercial storage had been built in the 
general Kansas City area, all indications were that this new storage either wag 
or would be filled with new crop wheat. Wheat production in the Kansas Gity 
area totaled 516 million bushels in 1958, compared with 255 million bushels jn 
the previous year. 

Based on all known facts and crop estimates, there was no question but that 
the price-support program would be impaired because of the lack of the storage 
facilities available to producers, unless some unusual steps were taken by CCC. 

It was known that empty space was available in grain warehouses on the 
west coast both in California and farther north. A study of rail transportation 
rates, which has just been cut over a substantial portion of the heavy grain 
sorghum producing area, disclosed that there were substantial areas from which 
grain sorghums could be shipped to the Pacific coast with an excess transporta- 
tion charge over movement to gulf ports of less than 15 cents. In much of east- 
ern Colorado grain sorghums could actually be moved to the west coast at from 
three to 27 cents per hundredweight less than the cost of movement to the gulf 
for export. 

At Dodge City, Kans., rates to the west coast and to the guif were identical, 
The following table of transportation costs was developed. 


All rail export rates—Grain sorghums 


[Rates per 100 pounds] 


SE 
| 


Destination 





ait eae ees 3 ______| Differen- 
Origin | Railroad | tial 
| | North South | Gulf | 
} coast coast 
Asi, Tex. -.......-. Chicago, Rock Island & Pacific; $1. 395 $0. 805 $0. 44 $0. 355 
Fort Worth & Denver City; Pan | | 


Handle & Santa Fe 











Clinton, Okla. ....-.---- | Atchison, Topeka & Santa Fe; Chi- 1. 395 .86 | .44 2 
| cago, Rock Island & Pacific; St. | 
| Louis-San Francisco. 
Woodward, Okla.......- | Atchison, Topeka & Santa Fe; Mis- 1, 395 83 | .52 | 31 
| souri-Kansas-Texas. 
Dodge City, Kans_......| Atchison, Topeka & Santa Fe_-..--- . 805 . 805 e SOO lcchidhece 
a elena . 86 . 86 oat 09 
Pn os. es Bea to cccccedsececwaccseunbasean . 86 . 86 . 725 135 
ee ee a | .o8 . 98 725 255 
Scott City, Kans..--.-..- a2 i ay a ee . 805 805 | . 795 01 
DL, — sae acnubicend BO cba ces enlidadhindeneeke . 86 . 86 . 78 . 08 
Ne I ca lake nian ceniniigmuninnll . 86 . 86 . 675 .185 
North Platte, Nebr-- -| Unions Pagiies 5, dt sss eesrecnceinns . 86 . 86 . 865 . 005 
Coplant, Nebr. -.-.---- Daeigind SP ere 86 . 86 . 765 . 095 
Central City, Nebr-_.---- See SUS cone cede eevee eet aeraimei erin d . 86 . 86 . 745 115 
Stock Yards, Nebr------ ar 5d TES 2 ES SE es . 98 . 98 . 745 . 235 
Dunning, Nebr._....---.| Chicago, Burlington & Quincy-.---- . 86 . 86 . 865 005 
EU én coceecnnl cones _ _ pee eee n Fate ees 86 | . 86 . 765 095 
Pr A ee aE Ns ale pee pPesmae ba ehegian eat . 86 . 86 . 745 115 
Hampton, Nebr-_-------- ba Otis Cietes). J. oakle. le . 98 . 98 745 . 235 
| 








A study was made of the value of grain sorghums in the various domestic 
markets, and it was developed that insofar as the domestic market was con- 
cerned the increased value of grain sorghums in California as compared with 
their value at the gulf more than offset the extra investment in transportation 
(up to 15 cents per bushel which would be involved in the west coast movement). 
Data developed in this study were as follows: 


CasH GRAIN SoRGHUMS MARKET VALUES, May 1, 1958 


Los Angeles, Calif., hundredweight, $2.58 bid ; $2.611%4 asked. 
San Francisco, Calif., hundredweight, $2.5714 bid ; $263 asked. 

Kansas City, $2.03—$2.06. 

Corpus Christi. 

Salina: Rail, $2.04; truck, $1.65. 

Hutchin: Rail, $2.02; truck, $1.60, 

Wichita: Rail, $2.06. 

Dodge City, Kans: Rail, $2.05; truck ?. 
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Colorado Mill & Elevator Co. has been purchasing at the following prices: 
Western Kansas, $1.70; eastern Colorado, $1.70. 
Country elevators paying producers as follows : 


Burlington, Colo_----------~---- SSO Trenton,) Nebr aco $1. 60 
sumer, Colo.._«-.-+~--.-.~.--. '0p (arenks: NebPis o5-5+.0-Lase5h—— 1. 60 
@earese, Kans.._.--_-.__-__.. 1.65. Liberal, Kans._..._.--.....-... 1. 68 
ee eats... --.-.-.--. 1, 65 


Following the completion of this study the Kansas City office was authorized 
to ship not to exceed 15 million hundredweight of grain sorghums from Colo- 
rado, western Nebraska, and western Kansas to the Pacific coast area for stor- 
age. Such movements were to be made at the most economical freight rate 
available. However, the office was authorized to incur not to exceed 15 cents 
per bushel of out of line cost where necessary. 

Mr. Founratn. Before we leave storage procedures and have fur: 
ther questions by other members of the committee, I want to ask you 
one question, Mr. Palmby. 

You say on page 15: 

Any industry operating at capacity should be profitable— 

I think all of us agree with that— 
and this will have to be taken into account in our negotiations. 
Then you say— 


even though we would like to see some agricultural legislation materialize that 
would make it possible to reduce or eliminate our tremendous surpluses. 

What do you propose? 

Mr. Patmpy. You are getting into a very high policy level on this, 
and this I guess the Secretary has stated from time to time what he 
considered as proper legislation. That is my only comment on it. 

Mr. Founrarn. You are not in position to state what is proposed ? 

Mr. Patmpy. That is right. 

Mr. Founrarn. Generally speaking, are employees of the Depart- 
ment of Agriculture allowed to own or to have an interest in firms. 
doing business with the Department, particularly when the employee 
concerned is in a section of the Department which might handle con- 
tracts with his own firm ? 

Mr. Patmpy. No, sir. 

Mr. Fountain. Under Department policy, is an employee having 
important responsibilities in the storage program permitted to have 
a substantial beneficial interest in a commercial firm storing grain for 
the Government ? 

Mr. Patmpy. The answer to that is “No.” 

_ Now, I would have to hasten to point out that we have had one 
State chairman who has interest in grain warehouses, State chair- 
man of an A.S.C. committee, namely Nebraska. 

We have also another one, I believe in Texas, that has some in- 
terest in a warehouse. 

_ We also have many committeemen on the ASC committees who are 
in one way or another connected with co-ops, grain warehouses. 

We have not deemed this as a conflict of interest, and the reason 
we have not is that the State committee, as such, under the type of 
operation that we have had since 1953 is not an administrative body. 

hey operate pretty much as a board of directors to State adminis- 
trative officer, and further we have looked upon these men as being 
co-op directors and in these two cases, even though they had some per- 
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sonal holdings, as being in a position to serve as a capable board of 
directors, and when such men act ethically—and we have watched them 
very closely—that we do not think that there is any conflict of jn. 
terest nor do we think that in any case these men have acted other 
than as ethical advisers on how to handle these programs. 

Mr. Fountarn. I had in mind commercial firms operating for profit 
rather than the usual type of membership of a farmer in a coopera. 
tive, which might operate an elevator for its members. 

Mr. Naucuton. I was just going to ask Mr. Palmby if he would 
draw a distinction between membership in a cooperative, in which an 
individual might have a very small beneficial interest in the opera- 
tions of an elevator, as compared to proprietorship of an elevator, in 
which case all profits would accrue to the individual? 

Mr, Patmsy. We have in these two cases outright ownership. We 
also have some directors on a co-op board, and we also have many 
more who are simply owning shares in a co-op elevator. So there are 
three areas there, and three stages of them. I think I listed them 
in the order of importance as regards what their holdings might be. 

Mr. Naveunron. It is true, is it not, that State committees have 
some functions which might very well affect the profits of elevators 
im their particular State? In other words, with respect to manage- 
ment of inventories, moving grain out of bin sites, making sales? 

Mr. Pautmey. Well, we do not think so. Again, we have long been 
aware of Mr. Ochsner’s connection with the grain warehouse in Ne- 
braska. Factually, other committees too have been aware of it, and 
we have built quite a record on the subject, and he has been investi- 
gated also. He served out his normal time and was rotated off the 
committee this last January 1. 

Factually, the State committee, as such—and I am quoting from 
when I was on the State committee—have no inventory management 
as such, other than that which comes to the bins. In no case does the 
State committee recommend to the State office and in turn the county 
office how or where a grain should be delivered. The farmer chooses 
where it shall be delivered. And I know on the surface it could ap- 
pear that this board of directors may have some influence, and I 
honestly think that if a man in serving in such a capacity acted in a 
manner where he put pressure on the wrong people, he could con- 
ceivably influence them. In this case, because of the investigations 
that we have had on him from time to time, we do not think it 
happened. 

Mr. Navauton. I take it then it is perfectly all right for any of 
the State chairmen of ASC committees to operate a grain elevator, 
storing grain for the Government, except you may investigate them 
now and then to see if you catch them at anything ? 

Mr. Pautmey. That is not quite the way to put it. ' 

We have not ruled out having grain men as State committeemen. It 
has been an open question. I think everybody has known this and 
there has been correspondence with the committee on this subject. 
I think you have a copy of our views on this about a year ago. Cer- 
tainly, a grain man who is also a farmer could make a very good State 
committeeman. You know what we do. We get three farmers plus 
a director of extension on the State committee. And because they 
handle so many items that relate to grain, it has been most helpful to 
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have men that have knowledge of grain handling on the State ASC 
committee. — 

Keep in mind they operate part time, as you know. We have a 
limitation of the number of days a State committeeman can work. 
I believe in the State of Nebraska, for instance, the chairman, 125; 
I believe the other two committeemen, as a guideline, I think 75 or 
85 days. 

So this means that they must have other lines of activity, and we 
have found so often in choosing State committeemen that a farmer 
who has made a reputation for himself in his community has also ac- 
cumulated other ties and other interests. This is what makes him 
an outstanding farmer. And in this case here he has a line, some 

ain houses, and we have all shades of this. Members of boards of 
directors of co-ops, or even just a shareholder in a co-op. 

So to date, in selecting State committeemen, we have not ruled out 
such people. I say Mr. Ochsner rotated off January 1, with what we 
think was a very fine record. 

Presently, we have one committeeman in Texas who has some con- 
nection with a grain elevator. I am not quite sure of his connection. 

Mr. Naveuron. Did your investigation indicate the extent of Mr. 
Ochsner’s income which was derived from farming operations as com- 
pared with the amount of income derived from grain storage opera- 
tions? 

Mr. Patmey. I am not sure of his income from farming. He has 
sizable holdings as a farmer. I have his income here from storage 
operations. He followed the pattern of so many established ware- 
housemen in that area, in that his capacity increased the last several 
years. I can give you these figures if you wish them. 

Mr. Naveuon. I think we can put them in the record. Do you 
want them, Mr. Chairman ? 

Mr. Fountarn. Yes. 

Mr. Patmpsy. These are gross receipts that were paid to his ware- 
houses; 1955—I will give you this in round figures—it was $16,600; 
1956, $22,000 ; 1957, $20,000; 1958, $35,000; and in 1959, through Feb- 
ruary—in other words this is two-thirds of a year—$9,700. 

Mr. Naveuton. Do your figures show how much of this was real- 
wed from storage of Commodity Credit Corporation grain stocks ? 

Mr. Patmsy. This is all storage and handling. 

Mr. Navcuron. In other words, all of these payments were from 
the Commodity Credit Corporation ? 

Mr. Patmpy. Yes; this is what Commodity Credit paid him as a 
warehouseman for storage and handling under the Uniform Grain 
Storage Agreement. 

Mr. Fountain. Is Mr. Ochsner now operating a 
storing Government grain / 

Mr. Patsy. Yes, sir. 

Mr. Naveuton. Do you have any information to indicate whether 
you had empty CCC bins in the vicinity of Mr. Ochsner’s elevators ? 

Mr. Patmpy. I am not sure of that. I was under the impression we 
did not have bins in that immediate area, but I am not sure of this. 

Mr. Navenron. Of course under your policy he would get grain for 
hiselevator before you would put it in the bins? 

Mr. Patmpy. That is right. 


grain elevator, 
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Mr. Naveuron. If I understand the setup, the State committee js 
oper staid by a State office manager. 

Mr. Pacey. Administrative officer. 

Mr. Navauton. Yes; and the State administrative officer is hired 
and fired, am I correct, by the State committee ? 

Mr. Patmey. That is right. 

Mr. Naveuton. So while he is technically carrying on the opera- 
tions, he is subject, of course, to being replaced at the will of the com- 
mittee ? 

Mr. Patmpy. This is generally true, yes. 

Mr. NAvGHrTon. Did your investigation indicate whether Mr. 
Ochsner’s elevators bought any grain from the Commodity Credit 
Corporation ¢ 

Mr. Patmpy. They may have. I do not have that information here, 
I donot know. We can find this out, however. 

Mr. Naveuron. Did it indicate whether any of the county ASC 
offices handling binsite sales may have sold grain to these elevators 

Mr. PAumpy. No, it did not. Again . am under the impression 
there are no bins there, but I want to check this. If there aren’t, there 
would not be any sales. 

Mr. Founratn. Mr. Ochsner is chairman of the State committee or 
one of the county committees ? 

Mr. Paumpy. He was on the State ASC committee for a period of 
three terms. His first term was 1 year. Since then, we call a term 
18 months. I think Mr. Ochsner, while he served three terms, he 
served from 3 to 4 years. Now I am not sure of the exact number of 
years. He served three terms. Whether they were two 12-month 
terms and one 18, I am inclined to think this is what it is, but I cannot 
give you the specific number of months, but it was three terms. 

Mr. Fountarn. Was he chairman of the committee ? 

Mr. Patsy. The last term was as chairman. We follow the pat- 
tern generally of getting a committeeman, and he is what we call the 
second committeeman and next year the first committeeman, and the 
last year he is chairman. So we build these men on up, and attempt 
to build a stronger policy committee that way. 

Mr. Naveuton. Are the members of the State committees in other 
States generally aware it is permissible for them to own elevators and 
store grain for CCC? 

Mr. Unverum. Mr, Naughton, I believe it would be quite different 
if you appoint a man to a committee that is already in the elevator 
business as part of his farming and other operations, as compared 
to aman being put on the State committee and then going out and get- 
ting into the grain business. 

Mr. Fountain. Does he have any option by virtue of serving on 
that committee to handle the policy in any way? 

Mr. Patsy. I think back as to what influence I could have while 
I was chairman, to get grain delivered to a house if I should have 
owned one—I have never been that fortunate—I do not know whether 
that could have been done. 

Mr. Founrarn. That is an important question, because I can see you 
have a difficult line to draw. You cannot rule out everybody. 

Mr. Patmpy. Our problem in getting State committeemen as any- 
one close to these programs knows, is to get a committeeman who has 
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a good sound judgment and good sound farming experience, and so 
often—and I am glad of it—these fellows with these qualities get 
involved in other areas and because we require their time a third to a 
half time, you just cannot say “Now you must give this up so you can 
serve Uncle Sam for a few years.” They cannot do it. So it throws a 
very real limitation on us to get good men when we put too severe 
restrictions on them. 

Mr. Naveuron. Mr. Underhill indicated he would draw a distine- 
tion between a man in the grain storage business who is appointed to 
the State committee, as compared with one who was not in the business 
and went into it after joing the State committee. 

What would you think about a man who was in the business and 
joined the State committee, who then expanded his operation / 

Mr. Paumpy. If I may answer that for Mr. Underhill, he followed 
the pattern which all of the established grain men were doing in that 
area, and that is, enlarging his capacity. I note too in operating with 
him, there was a period of time when he—when part of his space was 
taken out from under the uniform agreement, as we took out quite 
a bit in that area, trying to get more selective, and later on we were 
forced to put it back because we needed the space—through no doings 
of his own. 

Yes, he had 55,000 bushels that we took out from under the agree- 
ment and put it back a few months later as we did other units in 
that area. 

Mr. Fountarn. Do you know the extent to which he has expanded 
his operations ¢ 

Mr. Patmpy. Give us just 1 minute, we may be able to answer. 

Mr. Unperuiii. I have got some figures here. In 1949, he had 
10,000 bushels of storage capacity. 25,000 bushels added December 1, 
1949. Apparently that must have been under construction at the 
time he first signed up back in 1949. 

Mr. Fountain. You have no way of knowing whether it was under 
construction or not ¢ 

Mr. Unvernitn. Just the fact he first signed up in October, then 
he put this additional space of 25,000 in on December 1. There would 
not have been enough time elapsed for him to have started this new 
space from scratch after he had signed up. 

In 1954 he put an additional 32,000 bushels under. 

In 1955, an additional 10,000. 

In 1956, he had 107,000. I do not believe—that may be the sum 
of the individual items I have added up, or it may be some little 
additional. 

New space on August 30, 1957, brought it wp to 226,000 bushels. 

Mr. Smirn. 236 was that ? 

Mr. UnperHILy. 226,000 bushels. 

Mr. Founratn. What year was that ? 

Mr. Unverniti. October 1, 1957. 

Total approved August 28, 1958, brought it up to a total of 291,000 
bushels. | 

Mr. Founrarn. He started out with 10 plus how much? 


Mr. Unperniny. Ten, plus twenty-five thousand under construc- 


tion. It eeeuenty increased from a 35,000-bushel operation in 1949 
to 291,000 bushels in 1958. 
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Mr. Founrarn. I guess some of those expansions were made when 
he secured three loans from the Small Business Administration for 
that purpese. 

Are vou familiar with those loans? 

Mr. Patmpy. I am aware he has some small business loans. 

Mr. Fountain. Do you have information on that ? 

Mr. Navueuton. Yes. The information supplied by the Small 
Business Administration indicates that on February 14, 1956, a loan 
of $30,000 was made to the H. M. Ochsner Co., of Madison, Nebr. On 
August 12, 1957, an additional loan of $31,500 was made. 

And on July 9, 1958, a further loan of $16,000 was made. 

Now the disbursements in each case occurred 2 or 3 months after 
the loan was authorized. 

Mr. Fountarn. Do you have any indication as to the purpose of 
those loans? 

Mr. Navauton. I presume they were for expanding his facilities, 

Mr. Fountarn. Do you know? 

Mr. Naueutron. We have asked for further information from the 
Small Business Administration which has not been furnished as yet, 
However, my belief is these are for expansion. 

It seems to tie in with the dates on which the facilities were ex- 
panded. 

Mr. Paumpsy. Mr. Chairman, I would like to say one thing more 
on this, because again in our great zeal, to get the best men we can on 
our State committees, that we certainly have been aware of Mr. 
Ochsner’s holdings, and of his activities, and of his what we thought 
all along was a reasonable share of the business as compared to other 
businesses in his area, and so a year ago again, when this question was 
raised, and once we have a man on the State committee, we think he is 
part of our family, we want his advice and counsel, and we do not want 
to disrupt unduly the status of our State committee if it is not neces- 
sary, and so this was gone into again a year ago last February by 
members of the investigatory staff of the House Appropriations Com- 
mittee, We cooperated with them 100 percent at that time, because 
we wanted to be sure that in this broad authority that we are using to 
select advisers on these programs that we were in keeping with what 
we thought Congress wanted us to do with these State committeemen. 
So, frankly, we have been confident all the time that while Mr. 
Ochsner has been a success as related by his further expansion, and 
was doing all that we thought any citizen is entitled to do, that we 
respected his abilities on the State committee and we think that the 
man did us a good job. 

I think that is about all I have to say on this case. 

Mr. Founratn. As a member of the State committee, what contact 
does he have with the Washington office ? 

Mr. Paumey. Through the area director. We have again under the 
Deputy Administrator, Production Adjustment. His State of Ne- 
braska reports through what we call the northwest area—that block of 
States going to the west coast, starting with the Mississippi River, 
with Minnesota. 

Mr. Unvermiy. Mr. Chairman, of course there are a number of 
county committeemen who have interests in elevators, but they are 
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elected by the local people. We have never seen fit to put any require- 
ment in there. 

Mr. Fountain. This man is on the State committee ? 

Mr. Unpernityi. This man is on the State committee. 

Mr. Fountatn. Which has considerable authority in the State setup. 

Mr. Unveruitu. You asked whether he was on the State or county 
committee. 

Mr. Naventon. Mr. Underhill, when you talk about persons on the 
county committees having an interest in elevators, are you talking 
about members of farmer cooperatives, or sole proprietorships ? 

Mr. Unverniu. I am talking about both kinds. There would be 
many more of them that would have interest in farm cooperatives, 
than would have their own business but we do have cases of people 
elected to county committees who have their own private elevators. 

Mr. Fountarn. Did you know that Mr. Ochsner was in the elevator 
business at the time he was selected ? 

Mr. Patmpy. This was before I was in Washington, but as I have 
reviewed it with the people that were here at that time, yes, sir, it 
was known that he was in the elevator business, and it was also known 
the extent to which he was in the business at the time. 

Mr. Fountarn. I have no reason to doubt that Mr. Ochsner is a 
perfectly honorable individual and a man of integrity, but it seems 
to me that you are treading on dangerous ground—even though at 
times it may seem that you are discriminating against someone because 
he happens to be a good businessman by not selecting him—to select 
aman on the committee, or to engage in business with him when he is 
serving on a committee which has the authority and prestige as does 
the State committee. 

Mr. Patmpy. A year ago we sent a letter up here over the signature 
of Mr. Manwaring, the Deputy Administrator for Production Ad- 
justment, who is responsible in the organization for the State com- 
mittees which I think described our feeling pretty well on this. 

This is a quotation from that letter: 


It was the general feeling that, as a member of a State committee an individual 
would not be in a position to cause the State committee to give preferred treat- 
ment to an establishment in which he had an interest. It was, however, gen- 
erally concluded that, if all other factors were equal, we would recommend for 


committee membership farmers who did not have these connections over those 
who did. 


I think that describes our feeling then and now, I think about as 
well as we can put it. 

Mr. Fountain. With a program of this kind, involving the ex- 
penditure of hundreds of millions of dollars, as complicated as it is— 
and I am one of the first to say I do not envy those of you who work in 
this program, particularly when somebody else sets the policies and 
you have to find ways of complying with them—it seems to me that 
every care ought to be exercised to avoid any possible suspicion that 
pndue influence might be exercised, because when you are spending 
alot of money it is the sort of thing that is going to arouse criticism, 
whether justified or not, because there is so much involved. You all 
know that as much as we who are Members of Congress know it. 

Mr. Lancen. Just a minute. 

Mr. Founrarn. I do not know whether you got a chance to ask the 
questions you wanted to ask just before the recess or not. If you care 








1150 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


to, you can do it now, or we will wait until we finish this line of ques. 
tioning, whichever you prefer. 

Mr. Lancen. How long is this line going to take? Someone js 
waiting for me out in the hall. 

Mr. Fountain. Why don’t you go ahead now ¢ 

Mr. Lancen. In that instance, if I may go back, I want to get back 
to where we were at about the time the recess was called. 

As I recall, from the statement this morning, and the discussion 
relating to the contracts that have been—or the agreements that have 
been reached, together with the grain trade, for purposes of deter- 
mining storage costs, starting back in 1940 they have been periodically 
reviewed and renewed since that time, is that not correct ? 

Mr. Patmpy. That is right. 

Mr. Lancen. At about 2-year intervals? 

Mr. Patmsy. Two- and sometimes four-year intervals. Yes, sir, 

Mr. Lancen. Are the agreements signed for a specific period, or 
do they run until 

Mr. Patmpy. One year and then if there is no renegotiation, it is ex- 
tended for another year. The present agreement, for instance, expires 
‘July 1, 1960. 

Mr. Lancen. It will expire? 

Mr. Patmey. It will expire. 

Mr. Lancen. On July 1? 

Mr. Patmpy. Yes. 

Mr. Laneen. Then, with reference to them, and I recall as well 
there were substantial increases in the rates that came along from 
1940 to 1953. There were further increases since that time. 

I believe, if my memory serves me correctly, the increases were 
substantially larger from 1940 to 1953, than they were from 1953 
to 1960, or through the contract that is presently in effect; is that 
correct ? 

Mr. Paumpy. Yes. 

Mr. Lancen. Now, those increases at the earlier period, I suppose 
were agreed upon on the basis of increased costs in that particular 
field ; is that correct ? 

Mr. Patmpy. Yes, sir. As we review what happened, and count- 
ing on also the counsel and advice and knowledge of the career peo- 
ple that are in the Department still that have been in for many years, 
the general criteria used by the Department was the cost indexes as J 
talked about this morning. 

Mr. Lancen. The reason I am asking is because it is difficult in my 
mind to determine the part that is played by incentive, that I know 
has been mentioned here several times, that there needed to be some 
incentive in order to get additional grain storage. 

Now, did the increases during that peried of time or in the earlier 
part of this experience—did that produce any additional storage? 

Mr. Patsy. Not substantial. It was a slow expansion from 1940, 
actually up until 1956. . 

There was a modest expansion almost yearly, leaving the Korean 
war out. 

If I may say one thing more on incentives: So, I think one has to 
come to the conclusion that it was not attractive enough during that 
period of time to attract new capital unduly. 
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I think that is a fair analysis. 

Mr. Lancen. All right, then, if I may continue from there, and 
the thing that wants to be aired a little to me in this field and which 
has been lacking from the discussion here, is the part that the farmer, 
himself, plays in this entire scene. 

He does play a substantial part in the scene, and I recognize that 
by virtue of the increases that have come along in storage rates, and 
that have been done so for purposes of responding to corresponding 
increase in costs, and that it has proved to some degree at least that 
that has been necessary. 

However, the farmer himself has also experienced substantial in- 
creases in costs, and in so many instances, we fail to recognize those 
experiences in costs that he has incurred. 

To that degree I am somewhat concerned, because what wants to 
happen is this, that we develop a criticism which the farmer himself 
receives the brunt of, and I have some fears that even these hearings 
and even our discussions relating to increase in storage costs are going 
to reflect themselves back against the farmer, possibly more than any- 
where else as his participating in some kind of a Government opera- 
tion that proves costly to the taxpayer—and certainly it does—there 
isnot any doubt or question about that. 

The two items, however, that reflect. themselves there are these 
as I gathered from the hearings: That the reason the amount of money 
the Government has spent in this field has come about because of two 
reasons : 

First of all, we have got to store a much greater volume, 

Secondly, the rates on that volume are higher. 

Now, we are principally concerning ourselves with the rates at the 
moment, and in that respect I just want to make sure that we get into 
the record that the farmer, himself certainly has played no part in 
the increases that have come along in the field of storage rates. 

However, he has benefited a little bit by it, because the rates that 
have been paid on the farm again having gone up in comparable pro- 
portion, or about likewise, and to that degree I think it is interesting 
to note—I do not believe we have any complaints coming from the 
farm population, the farm operators I should say, as far as the storage 
operation on the farm is concerned. And because of that, is it then 
not also true that the farmer, as such, has responded to the storage 
needs in a substantial manner? 

Isn’t it true that within the last 2 or 3 years, I would say the last 
3 years, that we have had a substantial increase in the storage struc- 
tures available on farms as well; have we not ? 

Mr. Patmpy. We have had a substantial increase, not only in vol- 
ume of structures, but also the quality of those structures. 

Many of them have replaced old wornout or unsatisfactory units. 
This, I think, is as important as the expansion itself, because finally 
the producer does benefit from this type of storage. 

Mr. Lancen. Well, my experience in Iowa has been that they have 
responded substantially to that. 

I should want to add to that that here is one of the points that 
creates a great deal of concern on the part of the farmer, the point 
that is very difficult for him to understand, and that is, the fact that 
the benefits that he may derive out of storing grain have gone up sub- 
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stantially, I think some 30 percent or more in a short period of time 
but the income that he has been able to derive from producing the 
grain has gone down about a comparable percentage and it leaves him 
in a position where it is hard for him to see that storage grain in the 
same building, in many instances, that he was using 5 or 6 years ago 
or 8 years ago, is now worth substantially more, but raising that 
grain, whether he makes a use of the support prices, or he uses the 
market, the rates of the grain has gone down. 

I just wanted to make sure that the record includes the part of the 
farmer himself, that his income has gone down, there is some justifica- 
tion on his part to complain, on the strength of the fact his expendi- 
tures related thereto have gone up exactly in the same proportion, 
and I am inclined to think in a little greater proportion than have 
om storage costs. I want to defend the farmer at least to that 

egree, 
Now, if I may move over into the other field for a moment or two, 

Mr. Fountarn. Go ahead. 

Mr. Lancen. The storage situation we were talking about a mo- 
ment ago, involving—is this man in Texas? 

Mr. Patmpy. This was the Nebraska chap. 

Mr. Lancen. What years did he serve on the State committee? 

Mr. Patsy. He went off January 1, 1960. I think that he came 
on January 1, 1956. I think he served 4 years, which would be two 
18-month terms, and one 12-month term. I think this is what it was, 
yes, that is right, 4 years. 

Mr. Lancen. I jotted down some figures here relating to the expan- 
sion of his storage facilities, 

That took place over a longer period, however; did it not? 

Mr. Partmpy. Yes. 

Mr. Lancen. That started back in 1949. 

Mr. Patsy. In 1949. 

Mr. Lancen. And that there was a somewhat constant increase in 
his operating capacity from 1949 to 1960? 

Mr. Patmspy. Yes. We talked about the 11-year history we have 
with him under the uniform agreement. 

Mr. Lancen. I noted that some interest that there was expansion 
there from 1949 to 1956 and that is what led me to ask the question a 
moment ago whether there had not been expansion in the commercial 
grain storage field prior to 1956, as well, because of increased rates. 

Mr. Patmpy. There was. You recall this chart this morning. We 
had a big jump in expansion in 1954-55, in that period. 

I said there were several reasons for this. One was certainly those 
with good guessing habits could see what was happening. 

The second one was he had an occupancy guarantee which attracted 
some space. However, Mr. Ochsner was not in that occupancy guar- 
antee group. 

Third, this was when the rapid writeoff came into being, too. So, 
this also attracted expansion up into 1956. ; 

Certainly there was no disincentive in the agreement at that time. 
In other words, it was a pretty satisfactory agreement. But I do 
think that about a year after the present agreement, namely, 1956, be- 
came a reality, that this new technology really did take hold in the 
grain storage industry. 


= TO 


ve 


ive 


ne, 


be- 


he 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1153 


Mr. Lancen. As you then project that into the future to some de- 
gree, and recognizing that new agreements are going to have to be 
reached by July 1, am I correct ? 

Mr. Patsy. Yes. 

Mr. Lancen. And I believe that you stated in previous testimony 
that possibly there was not a great need at the moment for expanded 
storage. 

Mr. Patmpy. Right. 

Mr. Lancen. So that within that agreement there would be no great 
need for further incentive to build storage, is that right ? 

Mr. Patmpy. That is the way we interpret it now, yes, sir. 

Mr. Lancen. Whatever part that may have played in making the 
decision, could be eliminated in the arrival] at a new agreement ? 

Mr. Paumpy. This is what gives us a very strong position in nego- 
tiating right now, Congressman. 

Mr. Lancen. On the basis of that, and relating to the farm storage, 
has the farm storage reflected as well an incentive to build storage? 

Mr. Paimpy. You are asking a rather tough question. 

The question really, I think if I can restate it while I am thinking, 
is, have farmers responded the same reseal payment which is the same 
as we pay under the uniform grain storage agreement ? 

Mr. Lancen. Maybe if I reword my question, my question might 
have been bad in the first place. 

Let me put it this way: Was there much incentive in the farm stor- 
age rate for building new storage as there may have been in the com- 
mercial storage rate ¢ 

Mr. Patmpy. The rate is identical and to those who become ac- 
customed to using the reseal program, I am sure there is incentive, 
because it has been well received by producers. 

Now, I believe, starting with the year 1955, the reseal payment to 
farmers became the same as the payment made to commercial ware- 
housemen under the uniform, and I think—prior to this it was less, by 
the way—the thinking in doing this was that here is a producer per- 
forming the same service, the same function as a commercial ware- 
house, and that the two should be tied together at the same figure, that 
was the reason why, starting with that year, the rates became identical. 

Mr. Founratn. What year was that ? 

Mr. Patsy. 1955. 

Then, as I stated earlier, we followed that with the same kind of 
treatment to producers as we give commercial people, namely, that 
if they redeem the loan through the reseal period they collect the 
storage payment on a per diem basis up through the day that the 
loan is redeemed. 

This has been very favorably received by producers. 

Mr. Lancen. Now, then, isn’t it also true that by the use of farm 
storage that the grain so stored is very readily available for move- 
ment if the demand is there ? 

What I am referring to there is in the event there is need, or 
that we have a sale, or we have an export market, it can be made 
available very readily from that source, 

Mr. Patmpy. Yes, Congressman, together with the fact that from 
that point where it is stored, that location affords us the greatest 
amount of flexibility of any movement that we could conceive, 
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meaning this: This is at the point of production. It can be moved 
from that area to any other area. The exact contrast to it is fleet 
storage, where we can go no place, and from the farm you can go 
every place, if I make my position clear. 

So that offers the greatest opportunity for CCC to recoup and also 
the greatest opportunity for producers to get advantage of this stock 
ow ned by the Government. 

Mr. Lancen. Plus one additional advantage, if I may add, in that 
you have no loading-in or loading-out charges in connection with 
it as long as it remains on the farms. 

Mr. Patsy. Yes, sir; that is right. 

Mr. Lancen. That isall I have, Mr. Chairman. 

Mr. Founrtatn. Mr. Langen made a very pertinent observation, 
The farmer is not complaining about necessary storage, even though, 
like everyone else, he doesn’t like to have the ‘surplus, but he is very 
much concerned about the administration of a program, which is used 
by at least some of the top were of those who aes it to prej- 
udice the consuming public against the farmer. I do not think there 
is any question but what the Secretary of Agriculture has done as 
much if not more harm than any man in Government to the farmer 
by giving the impression, whether intended or not, in his speeches, 
and in his releases, that the consuming public is having to pay for the 
very small percentage of the gross national income which the farmer 
receives. 

Mr. Smiru. May I ask a few questions ? 

Mr. Founrarn. Mr. Smith. 

Mr. Smiru. I just wanted to point out in connection with what Mr. 
Langen said here, in the case of soybeans, and some of these crops 
where the farmer delivers to the warehouse and seals his grain there, 
and he later redeems the grain, as a matter of fact the w arehouse rate 
then is paid by him. 

Mr. Patmpy. Through the original loan period, yes, sir. 

Mr. Soiru. Yes. 

Mr. Patmpy. Yes, sir. 

Mr. Smirg. So, in fact, the warehouse agreed rate increases the cost 
to any farmer who redeems his grain ? 

Mr. Patmpy. What you are really talking about is the net and the 
gross price support rate. 

Mr. Smiru. Well, if I raise some beans, and I put them in a ware- 
house, and I seal them there, and then before the loan matures, I pay 
it off, I have to pay that storage myself, the amount of storage I pay 
is the agreed rate under your uniform stor age agreement. 

Mr. Pataey. No, you pay the rate of the published tariff in the 
State—this is right, is it not ? 

Mr. Unveruity. Not necessarily. 

Mr. Patmpsy. The technicians are off the record. 

(Discussion was off the record.) 

Mr. Sorru. I say, as a matter of practical knowledge, the rate the 
elevator charges me is the ASC rate. I do not know w hat rate he can, 
but that is what he charges. 

Mr. Patmpy. There is Gray Barton of the Grain Division. He can 
answer this question, I believe. 

Mr. Fountain. Mr. Barton. 
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Mr. V. G. Gray Barron. On the warehouse stored loan, if the 
farmer uses a receipt showing storage paid through maturity date, he 

ts the rate for the county where he grows the beans. 

If he does not present that receipt, then his loan rate carries a de- 
duction for the ¢ amount of the UGSA storage charge. 

Mr. Sarru. So, in effect, a higher rate for warehouseman, under 
the uniform storage agreement raises the cost to farmers for storage 
of grain. 

Mr. Patmpy. Yes; you are right. 

Except this is why we did ask to be put in the record the State tariff, 
too. 

Mr. Unvernuiii. In your State you would get out a little better by 
having the UGSA rate than the State rate. 

Mr. : Smiru. Because the maximum chargeable 

Mr, Unveruitt. The maximum chargeable under the State rate is 
meee 

Mr. Naveuton. In practice, the State rates tend to follow the 
UGSA rates, do they not ? 

Mr. Unperuiti. In many States the State has become the UGSA 
rate. 

Mr. Patmpy. May I speak this off the record ? 

Mr. Fountain. Yes. 

(Further discussion was off the record.) 

Mr. Smit. I was not aware of this Nebraska case to the extent that 
it has been revealed here. 

I wonder, if my figures are correct here, as I get it, the first year 
that this State chairman was a member of the committee, he more than 
doubled the capacity of his commercial warehouse, from 1956 to 
1957, he added 119,000 bushels where he had 117,000 before. Isn’t 
that somewhat abnormal? Certainly the national warehouse capac- 
ity did not increase anything like that. 

‘Mr. Patmpy. This was the area, Congressman Smith, as we related 
to you last week where we have experienced the greatest commercial 
expansion. This is in the Kansas City area. This is where the 
greatest expansion took place. From 1951, I believe, there was, 
through 1959, 332 percent expansion in this area as compared toa much 
smaller expi ansion, for instance, in the Minneapolis area. 

Mr. Smiru. Then you have in 1958, he has a total capacity of 
291,000 bushels. 

Mr. UnperutLy. That is right. 

Mr. Patmpy. Yes. 

Mr. Smrru. How extensive were his farm operations ? 

Mr. Patmpy. Factually, we do not have that here. We would be 
happy to get it. It has been running through my mind, but anything 
I would tell you would be pulled out of the air. 

He is a sizable farmer. 

Mr. Smrri. By the time he spent part time on the State committee 
and had 291,000 bushels under storage, it seems to me that the per- 
centage would have been substantial on his storage end of it, would it 
not ? 

Mr. Patmpy. There, again, I expect he follows the traditional pat- 
tern of having a manager at these warehouses. 

Mr. Pickarp. He owns 240 acres of farmland. 














1156 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Partmpy. Actually, the amount paid to him storagewise, as the 
figures I gave you, are certainly not excessive for that much capacity, 
In fact, it appears this fiscal year 1959, the storage earnings are quite 
modest as regards CCC. 

Mr. Smiru. I am sure you did not intend this, but it sounded like it 
a little bit. I know since farm income is down, the farmers are looking 
kind of jealously to getting into the commercial warehouse business, 
but you do not mean to tell us that you cannot get committeemen that 
are not in the warehouse business, that are good men ? 

Mr. Paumepy. No, sir. They got me. | Laughter. | 

No, I am sure—that is why I tried to read in detail, Mr. Manwar- 
ing’s statement which does pretty well represent the policy of the de- 
partment. 

However, getting State committeemen is oftentimes not as easy as it 
would appear on the surface, because we do try to get men with good 
sound judgment that have some background of our programs, that 
have some knowledge of grain, that have some knowledge of conserva- 
tion, because they have a conservation program, too, and while it 
would appear oftentimes sitting here, that it is easy to go out and get 
one, but finally when you begin to weed them out, it is not always too 
easy. 

Mr. Sairu. I could understand better if it had been in Mississippi 
but in Nebraska it is not difficult to find Republicans even who are not 
in the storage business. 

Mr. Fountarn. You are not saying this man was a Democrat, are 
you? [Laughter. ] 

Mr. Smirn. Anyway, I am really kind of shocked, Mr. Chairman, 
according to the facts here that here was a man that was knowingly 
hired in 1956 at the time he was in the storage business to be on the 
State committee, and I am also surprised that the policy still is that 
a man can have this kind of a conflict of interest and hold a position 
like that. I know that it is not your responsibility to determine this, 
it is probably the secretary’s but as I eamerstand it, approval is given 
to this kind of a situation. 

Mr. Patsy. Well, Congressman, I certainly, if I may say this, I 
do not like to hear the words “conflict of interest,” we do not think it is. 

Mr. Smirn. You remember the RFC investigations, do you not? 
It seems to me this is certainly at least as bad as most. of those. 

Mr. Patsy. This spot being on a committee, be it county or State, 
I am fully aware of the differences between State and county com- 
mittee, is not in a spot where in our own opinion he has anything to 
say as to that that would directly benefit him. 

Mr. Fountain. If he is a pretty good politician, though, he can ac- 
complish a lot. 

Mr. Navucuron. Mr. Palmby, don’t the State directors confer fre- 

uently with the commodity office directors to inform them of need 
for storage space and consult with them on storage problems? 

Mr. Patsy. Following the line of authority, they report. to their 
area director. In turn the area director to the deputy administrator 
in here. The commodity office directors, as such, do not have any 
direct line of correspondence with the State committees. 

Mr. Naveuton. Well, the correspondence with the area directors 
would be on price-support problems, but 
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Mr. Patmpy. And takeover problems. 

Mr. Navueuton. Do you mean to say the commodity office managers 
who have responsibility for managing the inventory in commercial 
warehouses do not have any contact at all with the State office directors 
who have responsibility with respect to bin-stored inventory ? 

Mr. Patsy. No, sir; I do not mean they do not have any contact 
with them, but any policy operations between them do not follow that 
line. 

Mr. Navenron. In other words, the State office has nothing to say 
about what is done in terms of movement of corn, for example? 

Mr. Patmpy. Oh, yes; they do, but still they are distinct types of 
operations. The commodity office reports to one deputy, the State 
office is to another deputy. It is pretty clean cut, I think. 

Mr. Nauecuron. Are you in a position to state positively there is 
no conceivable action that could ever have been taken by a State 
office chairman, perhaps through influence upon the office manager, 
that would have affected the amount of grain being stored in his 
elevator by the Government and thus his income? 

Mr. Patmpsy. In other words, the Nebraska State administrative 
office ? 

Mr. Naveuton. Any State administrative office. Are you in posi- 
tion to state positively there is nothing he could possibly ever have 
done through his position, as chairman, through his contacts he made 
as chairman which an ordinary citizen would not have, through his 
influence with the State office Searing and possibly with the regional 
office director which would have influenced the amount of grain that 
he would have in store, or perhaps would have influenced the sales 
that were made to him of Government grain, and thus have increased 
his income at the expense of the taxpayers? 

Mr. Paumpy. I think anyone acting unethically could have in- 
fluence in that spot. I think it is conceivable he could have. 

Mr. Naveuton. I think that is an honest answer. I do not want 
this to be taken as an accusation that Mr. Ochsner did this. I am 
just pointing to the opportunity that would exist. 

Mr. Pickarp. Again we might point out, Mr. Chairman, besides the 
Department reviewing this situation, as Mr. Palmby mentioned, it was 
looked into a year ago by the House Appropriations Committee inves- 
tigators, one of whom was an FBI agent assigned to that committee. 
As far as we know, those investigators found no indication that there 
had been any undue influence or any improper action at all by Mr. 


Ochsner. 

If this committee has any evidence of that sort, certainly we would 
like to have it. 

Mr. Naucuton. We have not examined Mr. Ochsner’s operations. 

Mr. Founrarn. Let me say this. We do not have, so far as I know, 
any evidence that Mr. Ochsner has exerted any undue influence. We 
are not making any such accusation. He may be a very honorable 
man, a man of integrity, but what we are suggesting is the possibility 
that one in this position may use undue influence and may reap benefits 
which otherwise he would not obtain. That is why we have conflict-of- 
interest laws. 

That is why some very influential members of the administration 
had to dispose of substantial stock interests in some pretty big com- 
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panies before they took over responsibilities in the administration, 
I am sorry they had to do it, but I think in the final analysis it was 
advisable and I think there ought not to be policies which will make it 
possible for this sort of thing to happen. 

Mr. Naveuton. Was this matter referred to the Department of 
Justice for a determination as to whether there was any violation of 
the conflict-of-interest statutes ? 

Mr. Pickarp. No; we found no reason to refer it to the Department 
of Justice. 

Mr. Naventon. How much do you suppose all of these investiga- 
tions that the Department conducted cost the taxpayers? 

Mr. Pickarp. Investigations of Mr. Ochsner? 

Mr. Naucuron. Yes. 

Mr. Pickarp. I suppose we could get an estimate on that. 

Mr. Naveuron. It was a substantial sum, was it not ? 

Mr. Pickarp. Of course, some of those, Mr. Naughton, were made 
as routine investigations. For example, the Department makes a rou- 
tine character investigation of any State committeeman who is being 
appointed either as a contracting officer of the Commodity Credit Cor- 
poration or as a claims officer of the Commodity Credit Corporation. 

Mr. Unvernitt. Or is being given security clearance. 

Mr. Prcxarp. Mr. Ochsner was appointed as a contracting officer, 
and a routine investigation was made. 

Mr. Naventon. Did this investigation that you made examine every 
transaction that Mr. Ochsner’s elevators had had with the Government 
since the time he was appointed to an official position, or was it less 
thorough ? 

Mr. Pickarp. This particular investigation did not go into every 
transaction, because the investigator apparently found no reason to 
do so. 

Mr. Navueuton. Was this investigation prompted by accusations 
Mr. Ochsner had done something wrong? 

Mr. Pickxarp. No; it was a routine character investigation. 

Mr. Navucuton. Have you actually made an investigation of his 
operation of the elevators ? 

Mr. Pickarp. We have made inquiries, I guess would be more cor- 
rect, and made studies of the operation of the elevator, through the 
commodity office, and in cooperation with the investigators from the 
House Appropriations Committee. 

Mr. Navecuron. Of course, this goes considerably beyond the type 
of examination that you have to make of applicants generally, or of an 
appointee, does it not—this type of investigation ? 

Mr. Picxarp. You mean the type of investigation made by the in- 
vestigators from the House Appropriations Committee staff? | 

Mr. Navenron. Did the Department make its own investigation! 

Mr. Pickarp. The Department makes its own investigation as a rou- 
tine matter before appointment of any officer of the Corporation, 
whether it be a claims officer or a contracting officer. 

Mr. Navcuron. Then you made no investigation for the Depart- 
ment, itself, of the operations of Mr. Oschner’s elevators ? 

In other words, you made a background investigation when he was 
appointed ? 

Mr. Picxarp. That is correct. 
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Mr. NaveGHTon. But have you made an investigation of Mr. Osch- 
ner’s elevators and their dealings with the Government, since the time 
he became a Government employee ? 

Mr. Pickarp. We cooperated with the House committee in their 
investigations and, as Mr. Palmby testified, the Department had been 
continually looking into this situation. 

The routine character investigation was made August 27, 1958, 
which was at the time when he was appointed contracting officer, I 
believe. 

Mr. Naveuton. But this simply dealt with his character and not 
with his operations as an elevator operator. 

Mr. Picxarp. It dealt with his character, his ownership operation 
of the elevator, the farmland that he owned, his indebtedness, the 
opinion of the bankers, the other people in the community, and that 
type of thing. 

Mr. Founrarn. When did the Appropriations Committee go into 
this? I did not know they had gone into this. 

Mr. Pickarp. Oh, yes. That was February of 1959. 

Mr. Founrarn. I see. 

Mr. Pickarp. That is when they were making inquiries of the 
director of the Kansas City commodity office. 

Mr. Founrarn. Had somebody made a complaint to the Appro- 
priations Committee ? 

Mr. Pickarp. I do not know that it was a complaint, Mr. Chair- 
man. I think probably it was learned that Mr. Ochsner operated 
these elevators, and the committee investigators asked our Kansas 
City commodity office for a complete report of the entire history of 
dealings between the Kansas City commodity office and the Ochsner 
elevators. The Kansas City commodity oflice was the office which 
contracts with commercial warehousemen in that area, and also ad- 
ministers all grain operations with them. 

Mr. Naveuton. Has the Department examined the records of those 
dealings to ascertain whether there was anything that might be con- 
sidered irregular ? 

Mr. Unpernitn. We compiled the record for the House investiga- 
tors. The note of transmittal says: 

Mr. Bolz and Mr. Chisholm arrived at our office at approximately 10 a.m.. 
Friday, February 20, 1959, who informed an investigation was being conducted 
to determine whether Mr. Ochsner had had the opportunity to use his position 
to exercise undue influence in the handling of CCC grain through his ware- 
house. We were asked if Mr. Ochsner had attempted to use his position or 
influence in connection with our operation with his warehouse. We replied in 
the negative and informed the investigators that we dealt with all warehouses 
on a fair and impartial basis. 

We have never heard anything—I believe I am correct in this— 
we have never heard anything further on this matter. Apparently 
the House Appropr iations Committee was satisfied and never included 
this in their formal report. It has never been brought to my at- 
tention if they ever took any official action after concluding their 
investigation. 

Mr. Founrarn. Would you submit those for our examination ? 

Mr. Naveuton. I did ask this question before, but I do not recall 
there being an answer. 
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I am wondering if it was generally known among State office 
chairmen that it was, and still 1s, perfectly permissible for them ty 
operate grain elevators storing grain for the Government, as Mr, 
Ochsner was doing ? 

Mr. Unveruttu. I have never heard the matter discussed one way 
or the other. 

Mr. Navuouron. I asked that question because we discussed that 
particular subject in our hearings in Des Moines, and frankly the 
State office people there seemed rather shocked at the very suggestion 
that any member of the State committee might be operating an ele- 
vator. So apparently the news of what is all right has not gotten 
around. 

Are you reexamining your position on this to see whether you want 
to make any changes, or have you reached a firm decision that it is 
all right and it is going to continue to be all right ? 

Mr. Patsy. Mr. Naughton, I think that our feeling on it is best 
expressed in the memorandum to the committee as I told you, signed 
by Mr. 

a Navucnuton. We have not received that memo. 

Mr. Patmsy. I am sorry, this was to the House Appropriations 
Committee. We will furnish you a copy of this letter. 

I think this best spells out what our thinking is now. It was good 
a year ago, and if there is any change in what our attitude is, I will be 
glad to inform you. But until we make a change, this is our policy 
on this matter. 

Mr. Navenron. Will you also let us know if you get some more 
State committee members who are operating elevators? 

Mr. Patsy. I would be very happy to. 

Mr. Navueuton. Do you require now, and did you in the past re- 
quire, reporting of interests in grain elevators on the part of em- 
ployees of the Department of Agriculture? 

Mr. Paumsy. Do we now, or —— 

Mr. Naveuron. Do you now, and did you in the past. That is 
two questions, really. To start with do you now require reporting of 
interests in grain elevators ? 

Mr. Patsy. Yes, sir. 

Mr. Naveuron. Did you require that in the past ? 

Mr. Patmsy. To our Laveldbes we had no employees. 

Mr. Fountain. Department employees? 

Mr. Naucnuton. Yes. 

Mr. Patmsy. We had no employee that had an interest in a grain 
elevator to our knowledge, other than this chairman that I have talked 
about, and there is one State committeeman, as I told you in Texas. 

Mr. Navucuron. Did you require employees to report any interest 
they had before February 1? 

Mr. Patmpy. We did not allow any conflict of interest as regards 
the Department of Agriculture, and this would be interpreted as a 
conflict of interest. 

Mr. Fountain. What he is asking is whether, prior to rose te 1, 
you required a report from employees setting forth any interests they 
have in such operations? 

Mr. Patmpy. I do not think we did, except perhaps in regulatory 
work. 
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Mr. Navcuton. In other words, before February 1, unless an em- 
ployee chose to report to you that he had an interest in a grain elevator, 
or you found out about it some other way, you would have no way of 
knowing whether he owned one or not? 

Mr. Patmpy. I presume this is true, except as Mr. Pickard said, 
we have a routine check. An employee could have bought, if he so 
choose, to go what I would call a precarious route, an interest in a 
grainelevator. I expect he would have as much opportunity of doing 
this if he were an employee of another agency, and would buy an 
interest in production or some such commodity that could be inter- 
preted later as a conflict of interest. I expect the same risk is there. 

Mr. Naucuton. What types of interests in elevators do you now 
require to be reported? Do you include ownership of bonds or notes, 
as well as stock ? 

Mr. Pacmsy. If they are in a private industry as regards invest- 
ment in there? 

Mr. Naucuton. Yes. 

Mr. Patmpy. In my opinion, we do. I think we do. 

Mr. Picxarp. In the case of ownership of a bond or note, issued 
by a private business firm, it would have to be reported, regardless 
of the nature of the firm, I believe, whether it relates to agriculture 
or not. 

I would like to clarify the record, if I may. The Department 
regulations, of course, following an act of Congress on this subject, 
prohibit any Department employee from conducting Government 
business with any firm in which he has an interest. That is a flat 
prohibition, and is punishable as a crime under congressional act. 

Any employee engaged in regulatory or investigatory functions 
is prohibited by Department regulations from investigating or regu- 
lating any firm that he might have an interest in, and is required to 
make a written report through his superior of any firm or business 
he might have an interest in, so he won’t be assigned to investigate 
or regulate that particular business, 

Beyond that, there has been no requirement in the Department 
regulations for reports in writing of interests in private business 
until the Secretary’s memorandum that you're referring to, which 
was issued in December 1959, requiring all Department employees 
to report by February 1, 1960, all interests in any type of commercial 
enterprise, whether it be related in any way to the farm program or 
not. And that includes, I believe, ownership through stock, and also 
bonds or notes issued by commercial enterprises. 

Mr. Navcuton. Have you found some surprises in the interests that 
were reported ? 

Mr. Pickarp. The reports, of course, go to the personnel office, and 
are handled there by the staff that is assigned to that work. The in- 
formation in these reports is not available generally to employees in 
the Department. 

Mr. Founrarn. In this report, you requested that employees state 
any business interests that they may have as of the date of the report. 
Did you ask for any former interests they may have had since they 
have been employees ? 

_ Mr. Prcxarp. I don’t believe the Secretary’s directive required that 
information to be reported. 
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Mr. Fownrarn. So that report would not reveal, unless somebody 
just happened to run into it, possible conflicts of interest prior to 
February 1, would it ? 

Mr. Unperuiiy. That is right, but they are also instructed to re- 
port any new acquisition of interest in any firm that might run into 
a conflict of interest. 

Mr. Fountain. Any new acquisition ? 

Mr. Unperniti. Any occurring afterward. They couldn't file 4 
report as of February 1, and go out the next. week and buy such an 
interest without reporting it. 

Mr. Fountarn. No, but if they had a conflicting interest. prior to 
February 1, they had time to get rid of it, and report, “I have no 
interest.” 

Mr. Pickarp. They had one month, Mr. Chairman. How much 
disposition could be made in one month of any extensive interests is 
rather conjectural. 

Mr. Fountain. I am not saying there were any. I am talking about 
possibilities. 

Mr. PicxArp. I was referring to the one month, approximately, be- 
tween the date of issuance of the Secretary’s memorandum and the 
reporting date. 

Mr. Founratn. In his report, an employee didn’t have to report 
anything in which he might have had an interest prior to February 1. 

Mr. Pickarp. That is correct, sir. 

Mr. Patmpy. We still have to keep in mind, though, Mr. Chairman, 
the Secretary’s regulation about conflict of interest, which is very 
severe. 

Mr. Founrarn. Yes. 

Mr. Patmpy. In fact, it is so darned severe, it. costs him money. 

Mr. Fountain. It may keep you sometimes from getting competent 
men you otherwise would like to have, but it doesn’t seem to stop some 
things that go on. 

Mr. Unverniiy. There is one other regulation you can well under- 
stand, and that is one prohibiting Department employees from taking 
a speculative interest in commodity futures. 

Mr. Navcuton. Information was brought out in the Senate hear- 
ings that the Director of the Grain Division holds a rather substan- 
tial note on two grain elevators which he operated before entering the 
Department. 

Mr. Patmpy. That is not true, Mr. Naughton. 

Mr. Naveuton. That was my information. Is it inaccurate? 

Mr. Patsy. That is inaccurate. He holds an open demand note 
on his son, wherein the warehouses owned by his son are not mentioned. 

Mr. Nauenton. Oh, in other words, there is no security ? 

Mr. Patmsy. There is no security. 

Mr. Pickarp. There are two notes involved. Neither is secured. 
One is a demand note which his son gave him in 1953, when, I believe, 
his son first acquired an interest in the elevators after having finished 
college. That has been reduced by payments on the principal amount. 

The second is a note payable over a period of 30 years which his 
son executed when he purchased the remainder of the elevators early 
in 1957 before the gentleman you referred to became an employee in 
the Department of Agriculture. Neither of those notes are secured. 
They are not notes on the elevator in any sense of the word. 
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Mr. Navecuton. Was there any purchase price paid for the elevator 
at the time the transfer was made to the son ? 

Mr. Pickarp. Yes, as evidenced by the notes. 

Do you mean was there any payment in cash over and above the 
amount of the notes ? 

Mr. Naueuton. Yes; cash payments. 

Mr. Pickarp. There have been cash payments made on the 1954 
note. There have been payments of interest made on both notes to 
date. Payments of principal on the second note have been offered by 
the son, but have been declined on the ground that the current rate 
of interest the son is paying to local banks is much greater than he 
would have to pay on the notes. The father did not need any pay- 
ments on the principal at that time. 

Mr. Naucuton. Well, was the fact that he held a rather substan- 
tial note, whose payment I presume depended upon the earnings of 
the two elevators out in Lowa, reported to the Department by the 
Director of the Grain Division when he assumed his appointment ? 

Mr. Patmpy. Yes, sir. 

Mr. Naventon. At the time he came in ? 

Mr. Patmpy. Yes, sir. Not in writing, but verbally. He reported 
it to me. 

Mr. Naveuton. Do your regulations require reports on these be 
made in writing? 

Mr. Patmpy. No, sir. 

Mr. Naventon. Don’t you think it would be a good idea to have 
the regulation require these reports to be made in writing? Did you 
report it to someone else / 

Mr. Patmpy. Yes, sir; I cleared it with General Counsel’s Office. 
Further, with higher administrative people, and let me say, I was the 
one that first interviewed Mr. Pollock. Let me give you a little more 
background on this. 

Mr. Fountarn. I imagine this was something taken up by the 
Senate committee. I have no objection to your giving us the back- 
ground, but as far as I am concerned, we are not going into this matter 
in detailed fashion, because the other committee has already done so. 
But you can go ahead and give the background, since the question 
has been raised. 

Mr. Patmpy. The reason I want to is, I don’t want any misunder- 
standing about Mr. Pollock’s case. We have followed the pattern 
inthe Benson regime of attempting to have a farmer and a grain man 
in the two positions of Director and Associate Director of the Grain 
Division, We have found this to be very desirable, so it has been 
honored for the past several years. 

I was Director of the Grain Division at the time, and had no Asso- 
ciate Director, so following this traditional pattern which we found 
to be good, I needed a grain man as an Associate Director—the kind 
of a grain man that is most helpful is one who is successful in buying 
and selling and storing grain. And consequently I did ask Mr. 
Pollock to come into Washington. 

Further, I conferred with him, and told him that he would have to 
sever all of his connections with the grain industry when he came 
into Washington. He did this, and further he advised me before 
coming in of this open-demand note, at which time he gave me notice 
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verbally, at which time I passed it on verbally, and this was all that 
was required. I did not ask him to put it in writing, and had I asked 
him to he would have done so, or his lawyer would have done it for 
him. And now, is your question, Would it be desirable for the regula- 
tions to require a report in writing? I guess I have no feeling one 
way or the other on it. As long as competent people are aware of 
what is happening, and it is cleared with top policy people, I don’t 
think it matters one way or the other. 

Mr. Founrarn. You are satisfied it was a legitimate sale to his 
son ¢ 

Mr. Patmpy. Yes, sir. 

Mr. Pickarp. Mr. Chairman, I might say this, that since the hear- 
ing before the Senate subcommittee, Mr. Pollock has removed the notes 
from the safe deposit box and examined them, and has written a com- 
plete supplemental statement to the chairman, Mr. Symington. The 
Office of Personnel of the Department has also looked into the matter 
because of the impression that appeared in the press that Mr. Pollock 
violated some regulation of the Department of Agriculture in not 
making a written report in the matter, 

The Office of Personnel has concluded, based on their investiga- 
tion of the matter, that there has been no violation of any Depart- 
ment regulation on the part of Mr. Pollack, and has so edinmaae 
sistant Secretary McLain. If it is the wish of this committee, I am 
sure we can ask Mr. Pollack for a copy of that letter which he sent 
to Chairman Symington, with enclosures, and make it a part of this 
record also. 

Mr. Fountain. They have gone into it, as I understand it, so that 
is not necessary. 

You might submit it to us and let us examine it, since the questions 
have been asked. 

I will ask you this question: What are his responsibilities as Direc- 
tor of the Grain Division ? 

Mr. Patsy. I guess, Mr. Chairman, it could best be defined by 
submitting a copy of his job description. 

Mr. Fountarn. Don’t submit one of those Army job descriptions. 

Mr. Patmpy. If I may say this in a lighter vein, I have a copy 
of my own description here, and I don’t see how the Department can 
run this afternoon without my being there. 

Mr. Fountain. That is the reason I said don’t submit one of those 
Army job descriptions, which I used to have to help prepare. 

I got some indirect reprimands because I didn’t include some 
things some of my superiors thought ought to be included, but I 
didn’t see anybody doing the work, so I didn’t see the necessity of 
adding it as a function. ; 

Mr. Patmey. In making it very brief, in describing his responsi- 
bility, however, he does, as you would expect, direct the activity of 
the Division, which is a sizable Division of about 160 people. This 
Division prepares procedures, instructions, regulations; recommends 
program changes, and formulates alternatives in the carrying out 
of all the programs dealing with grain delegated to the Commodity 
Stabilization Service. 

ry a ° : ° q 

To give you a bit of a more clear picture, I can name his branch 
chiefs and their titles, which I think give a pretty fair impression 
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of what the work is. He has a branch chief who is responsible for 
the grain price support programs. He also has one on acreage allot- 
ments and marketing quotas. He also has a program analysis branch 
chief. He has a commercial storage branch chief. He has a CCC 
bin storage branch chief. And he has a procurement and sales staff. 
Those five areas spell out the work that he has in dealing with grain 
in the CSS programs. 

Putting it still more simply, he formulates all these price support 
programs, and in turn the procedures to care for the inventories after 
the grain is defaulted under the program. 

Mr. Fountain. Any questions on that ? 

Mr. Naucuton. Not on that subject. I have one further question. 

Mr. Palmby, do you have any information indicating whether any 
substantial number of employees whose departmental] duties involved 
grain storage subsequently left the Commodity Credit Corporation 
to become associated with firms with which they had been dealing in 
their Government capacity ? 

Mr. Patmsy. There have been some of those, as there always has 
been, and I expect always will be. I do not have a list here. If you 
wish us to submit a list, we could do this. It may not be completely 
accurate, we are not sure of where everybody goes when they leave 
the Department. 

Mr. a cacieene, You might give us just the cases you know about, 
without having to make an extensive study. 

Mr. Patmpby. We can do that. 
Mr. Fountain. Don’t do an excessive amount of work to prepare 
it. 

Mr. Patmpy. I am sure you are interested in some of the higher 
employees. 

Mr. Naveuton. Those who had important responsibilities, either 
in Washington or in the commodity offices. 

Mr. UNpernitzt. Ordinarily when an employee is hired away from 
us at a relatively high salary, he is employed not for grain storage 
operations, but for buying and selling—merchandising type of 
operation. 

Mr. Naueuton. I should perhaps expand this a little bit to in- 
clude employees who were engaged in merchandising, selling CCC 
commodities, and operations of that type, in any responsible posi- 
tions, who later left their positions to do comparable work with pri- 
vate firms. 

Mr. Unperniy. You will get more information that way than by 
limiting it to storage. 

Mr. Naueuton. Yes, certainly. 

Mr. Fountatn. Under the uniform grain storage agreements, the 
rates paid to all warehousemen in a particular section of the country 
are the same, is that correct ? 

Mr. Patmpy. No. We have an area rate. 

Mr. Unverutit. He said in the same section of the country. 

Mr. Patmsy. Iamsorry. Yes, sir. 

Mr. Fountain. And for corn, the annual storage rate for all sec- 
tions of the country—correct me if I am wrong—is just a fraction 
less than 1614 cents per bushel, is that right ? 

Mr. Patmpy. Yes, I think 16.4 something. 
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Mr. Founrtarn. The rate paid for wheat differs somewhat through- 
out the country, but would probably average a little over 1614 cents, 
is that right? 

Mr. Paumpy. I believe that is right. 

Mr. Founraty. In addition to ‘annual storage charges, of course, 
CCC also pays a fixed sum per bushel whenever grain is loaded into 
or out of an elevator; is that right ? 

Mr. Paumpy. Yes, that is the handling charge, in and out, yes, sir, 

Mr. Fountain. For wheat received by truck, the loading” charge 
varies from 534 to 714 cents per bushel, depending on the section of 
the country; is that right? 

Mr. Paumpy. Yes, sir. 

Mr. Fountain. And for corn received by truck, is it true that the 
load-in charge is 334 cents per bushel throughout the country ? 

Mr. Patsy. Yes, sir. 

Mr. Founrarn. Is it true that the load-in charge for grain received 
by rail is usually 114 cents per bushel ? 

Mr. Patmpy. Yes. 

Mr. Fountarn. And then you have a standard load-out charge for 
all grain, whether it is rec eived by truck or by rail, of a cent and a half 
per “bushel; is that right ? 

Mr. Patmpy. Three-quarters of a cent. 

Mr. Fountain. Three-quarters of a cent ? 

Mr. Patmpy. Yes. 

Mr. Founratn. So for corn received by truck, stored for 1 year, and 
then loaded out, the total payment to the warehouseman would be not 
quite 21 cents per bushel; is that right? See if your computations 
reach that conclusion. 

Mr. Patmesy. Just under 21 cents. 

Mr. Founrarn. Just under 21 cents ? 

Mr. Patmpy. Yes, sir. 

Mr. Founrarn. And for wheat, the payment would range from a 
little over 22 cents to almost 26 cents; is that correct? 

Mr. Patmsy. Yes, sir. 

Mr. Founrarn. For bin storage owned by the Government, I be- 
lieve you estimated the average expense during the fiscal 1959 year at 
a little over 5 cents per bushel per year, not including loss from 
shrinkage or deterioration; is that correct ? 

Mr. Patmsy. That is storage only, not handling. 

Mr. Founrarn. Storage only; no handling? 

Mr. Patmpy. Yes. 

Mr. Fountain. I believe your figures indicate shrinkage and depre- 
ciation together would be about another cent, making a total of around 
6 cents; is that right? 

Mr. Patmpy. We used a little under two-thirds on each one of those. 
That is about as accurate as our figure would be, which, if it were a 
full two-thirds, would make it a cent and a third "for those two items. 
So it would make it something a little over 6 cents. 

Mr. Fountarn. So that the cost to CCC of storing grain in com- 
mercial warehouses would be close to three times as high as the cost 
to CCC in its own bins according to those figures ? 

Mr. Picxarp. I believe the chairman left out the figure on handling, 
which is just a little under 7 cents on bins. 
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Mr. Navucuton. The question is storing, not handling. 

Mr. Picxarp. I believe you included in and out, Mr, Chairman, in 
the commercial rates you quoted so to have comparable figures, the 
‘ates should include in and out handling costs for bins, which brings 
the total to something over 13 cents on the bins. 

Mr. Founrarn. I didn’t intend to include handling charges. 

Mr. Paumpy. The comparable figures are 16.4 for corn, for in- 
stance, and for bins, it is 5.1. Those are comparable figures. 

Mr. Pickarp. As I understood the Chairman’s question, he was 
picking up the in and out charge on commercial storage. So if we 
used the comparable figure, we should use the in and out costs for 
binsalso. That is my only point. 

Mr. Naveuton. The comparable charges are about 614 or 6 to 161%. 

Mr. Founrarn. I said excluding handling, just the storage. 

Mr. Pickarp. Mr. Chairman, I believe we picked up the receiving 
charge, rail and truck, and the outloading charge on the commercial. 

Mr. Founrarn. Yes. 

Mr. Pickarp. So if those are excluded, as Mr, Palmby pointed 
out, you have from 15.6 cents to 17.8 cents as the range for wheat on 
storage only under the Uniform Grain Storage Agreement. 

Mr. Fountain. The 22 to 26 cents figure includes in and out ? 

Mr. Pickarp. Yes, Mr. Chairman. 

Mr. Founrarn. So it is true the cost to CCC for storing grain in 
commercial warehouses would be close to three times ah high as the 
cost to CCC in its own bins, according to those figures ? 

Mr. Patmpy. That is right. 

Mr. Fountatn. Of course, that was something you were comment- 
ing upon earlier? 

Mr. Patmpy. That is right. 

Mr. Fountarn. And expressing yourself as to the difficulty of de- 
termining just what that means. 

Do your figures indicate the loss through deterioration on grain 
stored in CCC bins? 

Mr. Patmpy. No, they do not. 

The 5-cent figure does not reflect that. 

Mr. Naventon. Do you have figures as to the total loss through 
deterioration / 

Mr. Patmpy. No; we don’t have the figures reflecting the total loss 
through deterioration. We have it on some sites. The only way you 
can arrive at this is when we have a complete cleanout of the site. 

We have, as I expressed in my statement, some figures on those sites 
which we have cleaned out, and as I recall in the statement we say 
about two-thirds of a cent per year. 

Mr. Navucuton. How did you get those figures of two-thirds of a 
cent for deterioration. Are they only for those bin sites loaded out? 

Mr. Patmpy. Yes, and here is how we got at it, and it isn’t a good 
figure—ofttimes what. we are able to get for a limited amount of de- 
teriorated corn is misleading as compared to what we could get if we 
have any sizable amount, if you follow me. 

Giving you an example, if we have a bin today of high-damage 
corn that needs to be sold from our bin site, we may conceivably get 
more than market price for it or at least market price No. 2, the rea- 
son being there is a demand out there constantly, particularly when 
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there is a high moisture corn, for our dry corn, even though it is high- 
damage, for commingling purposes. So we quite often get what | 
would choose to call a rather unrealistic price for it, as compared to 
what would be realized if you had a large volume. So any figure that 
we come up with as to how much it has cost us for deteriorated grain 
looks real good as far as the record is concerned, but I hesitate to use 
any firure because it is rather meaningless, particula rly if you are 
talking about volume. That is why it is impossible for us to put a 
figure of what the deterioration expense is. 

“Mr. Naveuton. Of course, it may also be higher because of the fact 
when you have good corn in bins, as you indicated this morning, you 
leave it there, and you load out those which show signs of deteriora- 
tion. So the experience you have so far is with that corn which you 
feared was going to deteriorate, at least a lot of it? 

Mr. - rosea That is right. 

Mr. Nave HTON. I mention that because in our hearings in Iowa the 
storage specialist out there, Harold Brightwell, stated that it was his 
belief as far as deterioration was concerned that, if they were in posi- 
tion to blend, they could blend off every bit of det teriorated corn they 
had without any loss. 

Mr. Patmpy. And meet the grade specifications. 

Mr. Naveuton. Yes. 

Mr. Patmpy. That might be. You are getting two extremes on 
that. I am not authority enough, and we don’t have anybody—that is, 
in my opinion—that can come up with a firm figure as to what average 
deterioration amounts to. 

Mr. Fountarn. I wonder if you would define the term “shrinkage” 
for the record. 

Mr. Paumpy. Shrinkage means that loss of weight which is in- 
herent in handling grain, and it is caused by spillage and loss in 
moisture and, as a grainman would say, loss of weight through u- 
explained factors. ‘It is inherent. You can’t. handle 100 pounds of 
grain and throw it around and come up with 100 pounds of grain. It 
can’t be done. 

Mr. Founrarn. Is the primary cause of shrinkage usually loss of 
moisture? Would that be a fair statement ¢ 

Mr. Patmpy. I hate to say which is the primary one. It certainly is 
one of them. Spillage and loss just through handling are others. 

Mr. Fountain. It depends on who has charge of it, I guess. 

Mr. Parmpy. It depends on the condition of the grain when taken. 
If it is extremely dry grain, we have at times, for instance, taken over 
some soybeans, and I ‘refer to this because I know them specifically, 
when they have had only nine percent moisture. This c ould probably 
be some pickup in weight, whereas, we have taken some at 14, and very 
shortly they have dropped down to 10 and 11. There is a substantial 
loss in weight. 

Mr. Nauanron. There was one AMS study which was made, you 
may recall, of losses from quality deterioration and shrinkage for corn 
resealed on Iowa farms, which showed an average loss based on $1.50 
corn, of less than 1 ce nt per bushel per year, over a 21-month period, 
of which 83 percent was attributable to moisture loss, and only 3 per- 
cent to quality deterioration. 

That, of course, may not be true in all cases, but it might be an 
indication. 
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Mr. Patmpsy. Yes. I am familiar with that study, and I don’t wish 
to criticize a sister agency, but as IT recall the study, it was in a year 
when the weather was extremely favorable, when the corn was re- 
sealed. I mean the following fall, when it was taken out—because we 
haven’t had a chance to look over the study. There was somewhat of a 
contrast in the weather, as I recall, from one period to the next, which 
attributed to the moisture loss. 

Mr. Naveuton. Obviously, when corn is stored, it usually gets drier 
if the weather is good; it loses moisture and thus loses weight, because 
the moisture weighs something ? 

Mr. Patmpy. That depends on where you start with it in the first 
place. This is generally true. 

Mr. Founratn. I notice in figuring the cost to CCC of storing 
grain in the 985 million bushels of bin space which it now owns, you 
have included depreciation and interest cost. 

Mr. Parmpy. Yes. The interest cost is the actual cost that CCC 
pays, and the depreciation is the actual depreciation we have on our 
fiscal records. Twenty years on steel, which accounts for most of it. 

Mr. Founrarn. Could you tell me how much money that you think 
the CCC would save on depreciation cost, if it left its 985 million 
bushels of bin space empty ? 

Mr. Patmpy. None, in reality. It might be the reverse. 

Mr. Naucuton. They keep a little better when they are full? They 
last longer ? 

Mr. Patmsy. They don’t blow away. They aren’t subject to wind 
as much when they are full as when empty. Some of them are out 
in some pretty windy hills. 

Mr. Founrarn. Bins wear out just as fast or even faster if they are 
left empty, don’t they ? 

Mr. Parmey. I think that is true. 

Mr. Founrarn. That is the information you received at the Iowa 
hearing ? 

Mr. Navcuton. That is what Mr. Brightwell said, yes. 

Mr. Patmpy. I would respect his opinion. 

Mr. Fountatn. How much interest? 

Mr. Patmpy. Nothing. 

Mr. Fountarn. So interest and deterioration really isn’t an item 
of expense to be considered in using your present bins, is it, since 
those costs are just as high when the bins are left empty? 

Mr. Patmpy. I don’t think you could get at a good cost figure if 
you omitted these items, though. This is why we have listed these 
specifically. 

I grant you, once bins are purchased, the depreciation and interest 
goes on, but certainly again, in any cost analysis, I think it has to 
be figured in. 

Mr. Founraty. Do you have any figures indicating the cost per 
bushel of storage in CCC bins, without including interest and de- 
preciation ? 

Mr. Patmey. I don’t think we have it with us. We certainly have 
the depreciation factor in our records. We may have it. 

Mr. Founrarn. Do you have that ? 

Mr. Navcuron. I have some figures. They may be computed on 
a little different basis from the figures furnished by the Department. 

Our figures show that the average occupancy for fiscal 1959 for 
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CCC bins was 652 million bushels, which was 66.29 percent of the 
total bin space, 985 million. The total expense recorded was 
$29,308,667, which does not include depreciation or interest, as it was 
incurred when the bins were purchased. 

The expense after deduction of in-and-out costs comes to 
$19,976,367, nationally, which averages out to about 38 cents per 
bushel. This may not include some factors that have been—some 
minor factors that have been added to these costs in the Department's 
figures. 

“Mr. Paumey. Our figure for interest alone, on a bushel basis, js 
$0.00336. | 

Now, as regards the items on depreciation of structures, we also 
have an item of depreciation of equipment. We don’t have that 
figured on a per bushel basis, however. 

Mr. Naventon. The 30 cent 

Mr. Patmepy. It would be about $0.015. This is depreciation on 
the bins and on the equipment. 

Mr. Naveuron. About a cent and a half. 

Mr. a mBy. And amortization of site improvements. 

Mr. Naveuron. Subtracting that from the 5.1 cents per bushel 
costs, would give you something over 3.3, would it / 

I believe there may be some factors that are not included here, 
Washington administrative costs, and things of that kind, are not in- 
cluded in the 3-cent figure I have. 

Mr. Paumpy. Three and a quarter. 

Mr. Naverron. This, of course, is the out-of-pocket cost of using 
your existing bins to the taxpayers / , 

Mr. Patmpy. The interest is out of pocket. 

Mr. Naventon. You pay that already / 

Mr. Patmpy. We pay it each year. 

Mr. Naveuton. You have to pay it whether you fill the bins or 
not ¢ 

Mr. Patmpy. Yes. 





Mr. Unperniti. If you keep the bins. Of course if you sell them, 


you stop the depreciation, and, we hope, stop the interest. 

Mr. Naveuron. You don’t plan to sell them, do you / 

Mr. Patmpy. We have sold a few here or there, if the site is con- 
demned for highway purposes, and whatnot. That accounts for the 
fact we are down to about 985 million bushels of capacity now. 

Mr. Founrarn. Do you have the prebushel cost for storage by 
individual States? 

Mr. Unperutt. Is that in terms of the total expenditures for stor- 
age by States or did you mean the rate / 

“Mr. Founratn. The rates per bushel. 

Mr. Unpernity. The bin site or on commercial storage / 

Mr. Founratn. The bin sites. 

Mr. Unperuitu. I don’t know whether these tables were built up 
on a State basisor not. We can check to find out. 

Mr. Patmpy. They have the same figures that we have here on the 
State basis. I think we didn’t analyze it through for each State. We 
totaled them. 

Mr. Naveuron. We have figures here which were calculated from 
the raw information submitted by the Department, and the costs in 
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each case might be a fraction of a cent higher because the Washing- 
ton administrative costs and one or two ‘other minor costs are not 
included. But for low: a, the average occupancy was 211,185,000 
bushels, which was 73 percent of capacity. Total expense, $6,663,820. 
Expense after deduction of in-and-out cost, $4,712,982, for an aver- 
age cost per bushel of $0,0223, a fraction under 214 cents per bushel. 

Iowa, of course, accounts for close to a third of the total corn 
storage. 

Mr. Unveruitn. That compares with the three and a quarter we 
arrived at just now. In other words, Lowa is under the other States, 
by a sti andard. That might be true. 

“Mr. Naverrron. Yes. 

Mr. U NDERHILL. We will have to check it. 

Mr. Navenron. For Illinois, the figure is $0.0296, on this same 
basis, and they have 149—about 150 million bushels stored in Illinois, 
78 percent of capacity. 

In Minnesota, 63 million bushels, 61 percent of capacity, and the 
per-bushel storage cost comes out to $0.0272. 

Mr. Founratn. How did you happen to pick those States? 

Mr. Naventon. They are the ones that have the largest inventory. 

Of a total 652 million bushels in bin storage, Iowa has 211 million, 
Tilinois 150 million, and Minnesota 63 million. The next State in 
terms of size is Nebraska, which has 53 million bushels in storage, and 
the average cost there is $0.03, and it is only 60 percent of capacity. 

Mr. Fountain. It is now 5 after 5. 

Do you have any further questions ? 

Mr. Sarr. I just have one. 

I notice in here you speak of the fact, which is a fact, that in pay- 
ing the 16 cents for private storage, the private storage people have 
to pay taxes, locally. 

Now, is that much of a factor in your determining your policy of 
preferring private storage over Government. stor age? 

Mr. Unverninn. Well, if we are preferring private storage over 
Government storage, the main thing, of course, is the statutory 
language and the ‘policy y which has grown out of it and which has 
been examined by various congressional committees over the past 10 
or 15 years. 

But if you mean in arriving at differences in cost, it would be an 
item, but I don’t know how substantial an item. 

Mr. Smiru. Does this fact have any weight upon your considera- 
tion as to whether or not you should use private storage? 

Mr. Unverniy. After we have a grain bin built, I don’t think it 
enters into the picture in one way or the other. 

Mr. Smrrn. In determining whether or not we should build the 
Government bin storage for this flow coming on, rather than private 
storage, is that « onsidered ? 

Mr. Unperuii. I don’t know if it is a substantial factor, but it is 
one of the factors that shouldn’t be completely overlooked. 

Mr. Smrru. That is all I have. 

The reason I mention this, Mr. Chairman, is this is in fact indirect 
ald to education, because you know your local educational organiza- 
tions get their money from property taxes, and I was interested in 


whether or not you were interested in paying Federal aid to education 
indirectly but not directly. 
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Mr. Patmpy. Again, if I can remember to my State committee 
days, I don’t know how often local school boards asked the question: 
“You are building a binsite. Can we tax it?” 

Mr. Unveruity. Off the record. 

(Discussion off the record.) 

Mr. Fountain. Mr. Langen. 

Mr. Lancen. I was just going to add, in that respect, if we are go. 
ing to bring the sc!:ools into the scene, then I would recommend farm 
storage, because all of the farm storage structures are subject to the 
local tax structure, which I think would amount to a more equitable 
distribution, if I may say so, of those funds. 

Mr. Fountain. I have no objection to the taxpayers not having to 
pay tax on anything they store in Government bins, because they have 
already paid the price once, they have already paid the tax on the 
money that it took to buy the surplus connate with, 

Mr. Naveuton. The occupancy rate for CCC’s 985 million bushels, 
of bins, during fiscal 1955, was an average of around 66 percent. Now, 
the average cost per bushel was a little bit over 3 cents. If those bins 
had been 90 percent full, instead of 66 percent full, the resulting in- 
crease in costs would not have been 3 cents per bushel, would it? 

Mr. Patmey. Now, wait a minute. Those bins that we are talking 
about, a high percentage of them were not in location. I said we 
didn’t have an analysis of just where they were, but I do know specifi- 
cally last year, as a good example, that the 40 million bushels in Tlli- 
nois are practically all out of location or out of line. 

Mr. Naueuron. Let me make this hypothetical, to make it easier. 
If the bins had been in such positions that it was possible to fill them 
90 percent and keep them 90 percent full instead of 66 percent full, 
you could have brought this per bushel cost down even below 8 cents, 
could you not? 

Mr. Unperui. I don’t believe that would be correct, because I 
think in general where we had empty bins it was not the part of the 
binsite, but maybe a complete binsite. Maybe the storage conditions 
in Montana were such that the bins were completely empty. If we 
filled them up it probably would have cost that same amount that it 
cost to run those binsites in Iowa that were completely filled. Also in 
Illinois, where we had binsites that were completely empty in the 
southern portion of the State. If we filled them up, we probably 
would have had just as much expense per bushel as we did for those 
binsites that were operating at capacity farther north in the State. 

Mr. Naveuron. You have some expenses here for binsites in States 
where you don’t have any inventory at all. 

Mr. Unperuin. Yes, there would be some repairs going on, re- 
yainting the bins, and keeping the weeds from around the bin. Things 
of that type, will go on whether there is any grain there or not. But 
it would be rather small in proportion to the cost of having grain in 
the bins and coming and turning it and conditioning it, and incurring 
the rest of the costs that go along with the operation of a full binsite. 

Mr. Navcuron. If you have binsites that are partly empty, let’s say 
at 40 or 50 percent of capacity, it certainly would not cost you as much 
to store an additional 40 percent as it did to store the first 40 percent! 

Mr. Unperuity. I am in agreement with you on that. 

Mr. Naveuron. If you had been in position to fill them, it would 
have reduced the cost still further ? 
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Mr. Underhill, one further item, I noticed in the figures we received 
there is a total expenditure of I think a little over $3 million, which 
are categorized, I think work out to be office overhead for your county 
ofices. Are you familiar with that item ? 

Mr. Unveruii1. Iam not. I haven’t been into the cost accounting 
back of the figures. 

Mr. Patmepy. This is in the overall that we have this listed ? 

Mr. Naucuton. Yes. I have forgotten the exact title of it, but it is 
expenses of county offices, and it has been explained to me as a portion 
of the rent for the county office, a portion of the heat, an allocation of 
a percentage of the overhead costs of running your county 

Mir. UNDERHILL. Yes, sir. 

Mr. Naucuton. Actually, you have those county offices in counties 
where you have no bins; do you not? 

Mr. Patmpy. Mr. Naughton, I am sure you are right, I would 
hate to face the criticism, however, if we came up to this commit- 
tee or another committee and said “Now, this includes costs, but of 
course we didn’t allocate the costs of a county office, we didn’t allocate 
interest, we didn’t cost the depreciation.” These are budgetary 
items—— 

Mr. Naueuron. I am not criticizing you. 

Mr. Patmsy. To be honest, we have to report them. Somebody has 
to pay them, some program. 

Mr. Naucuton. I am not criticizing, I think it is a good job of re- 

rting and they are properly tagged. I am just suggesting this 

million would have been expended whether you had any grain 
in the bins or not. Here is one item that would reduce the cost below 
the 8 cents per bushel, since you incur it whether you have grain 
instorage or not. If I am wrong on that—— 

Mr. Patmry. I don’t agree with that 

Mr. Naveuton. Perhaps we should get that tomorrow. 

Mr. Parmpy. I have no further comment on it. 

Mr. Founrarn. You don’t agree with it but you have no further 
comment on it ? 

Mr. Patmpy. The reason I don’t have any further comment is 
when we allocate our administrative costs for the agricultural stabi- 
lization and conservation programs, we have to include as a part of 
our county office expense the administrative cost of operating this 
grain bin program. We have to do it this way, I don’t know how 
else to do it. 

Mr. Naucuton. What we are simply trying to establish is what 
isthe actual out-of-pocket cost per bushel to keep the taxpayers’ corn 
in their bins, as opposed to keeping the bins empty. I don’t blame 
you for apportioning or allocating the costs. That is proper, but 
the cost is incurred whether you have corn in the bins or not. 

Mr. Fountarn. Any other questions? 

Mr. Suir. No. 

Mr. Fountain. The subcommittee stands recessed until 10 a.m. to- 
morrow. 

(Whereupon, at 5:15 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Tuesday, February 2, 1960.) 














INVESTIGATION OF THE COMMODITY CREDIT 
CORPORATION 


Part [1I—Price Support and Storage Activities 


TUESDAY, FEBRUARY 2, 1960 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10:20 a.m., Hon. L. H. Fountain (chair- 
man of the subcommittee) , presiding. 

Present: Representatives L. H. Fountain, Neal Smith, Florence P. 
Dwyer, and Odin Langen. 

Also present : James R. Naughton, subcommittee counsel. 

Mr. Smiru. Let the subcommittee come to order. 

I think, Mr. Palmby, we touched upon this a time or two, but is it 


the policy of the Department to use commercial facilities when avail- 
able in preference to government bins ? 


FURTHER STATEMENT OF CLARENCE PALMBY, ASSOCIATE AD- 
MINISTRATOR, COMMODITY STABILIZATION SERVICE; ACCOM- 
PANIED BY HOWARD PICKARD, OFFICE OF THE GENERAL 


COUNSEL; AND W. E. UNDERHILL, ASSISTANT TO THE DEPUTY 
ADMINISTRATOR FOR PRICE SUPPORT 


Mr. Patmpy. Yes, sir. . 

Mr. Smirn. Do you think, in view of the testimony concerning the 
difference in cost of Government bins compared to the cost of storing 
it in the CCC bins, that this has actually cost the taxpayers more 
money than it would have to have done it the other way ? 

Mr. Patmpy. No, I am not prepared to come to that conclusion. It 
is one of these things that I, frankly am not smart enough to know 
whether it actually has resulted in costing more overall to the Gov- 
ernment or not the way it has been handled. 

Mr, Naucuton. Obviously, the out-of-pocket per bushel cost to the 
taxpayers for storage of grain in the existing 985 million bushels of 
storage space is a good bit less, as a matter of fact, it is only a little 
more than one-third of the cost of storage in commercial warehouses. 

What factors in your opinion are there, if any, that would tend to 
equalize this very extreme differential ? 

. Patmpy. I think we covered it pretty well yesterday, Mr. 
Naughton, but I will review the comments I made yesterday. Keep 
in mind that the Congress, through its many hearings in many com- 
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en together with the statute, itself, has given us a broad guide- 
line. I did spell out yesterday, bin storage, as such, is a supplement 
to commercial storage both legally and in practice. Over the long 
pull, when we talk about net cost, we have to keep in mind not only 
the out-of-pocket costs, but in turn values to producers and to the 
community, and also the services elevators perform over the long pull 
for Commodity Credit Corporation. 

Keeping these in mind, there is a level where, by using the two of 
them, Government bins ‘and commercial storage, we arrive at the 
cheapest cost to the entire Government. 

I do not know precisely where that level is. I think the level at 
which we have operated, owning about a billion bushels, has been a 
pretty satisfactory arrangement from the standpoint of the Govern- 
ment. 

Mr. Smiru. Did you quit buying bins after 1956 due to the fact 
that your interpretation of the law was that you should not, or was 
it due to these other factors you just mentioned ! 

Mr. Patmpy. It is due to these factors, and also due to the law. We 
were attracting new people and expansion of those already in the 
industry. 

We have been asked many times if we can come up with a criteria 
for approving new elevators and new warehousemen that would rule 
them — 

Now, I do not think anybody is serious in wanting us to say that 
new people « ‘an’t come into an industry, and so we inc lude : anyone who 
wants to come in, provided they meet our criteria, and in our opinion 
can store grain. 

Mr. Siri. Before 1957, you did buy new bins under the law, 
though, so evidently the principal reasons that you have not bought 
new bins since 1956 is due to these other reasons that you mentioned. 

Mr. Patmey. And in this period we have had enough commercial 
space without expanding our own facilities. 

Mr. Naveuton. You did not always have enough commercial 
space, did you, Mr. Palmpy, because it was necessary for you to ship 
corn out to the west coast ? 

Mr. Patmpy. We shipped to commercial space. 

Mr. Naveuton. That was not in the same area where the produc- 
tion was. 

Mr. Patmsy. That is right. 

Mr. Naveuron. So, in other words, by shipping your inventory all 
over the country, you were able to avoid the nec essity of building any 
additional bins? 

Mr. Paumpy. Yes. Yesterday we discussed this movement of corn 
and grain sorghums to the west coast. 

Mr. Navenron. Getting back to the question of comparative costs. 
Later on we will be discussing just what the law requires you to do 
and does not require you to do. 

Mr. Patmpy. Yes. 

Mr. Naveuton. But regardless of whether Congress told you to 
do this or you did it on your own initiative, that does not affect cost, 
does it? 

Mr. Patmpy. No, I think not. 
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Mr. Navenron. It is a decision made outside of cost. We have 
established, as best we could, I think, the per bushel costs of storage 
in Government bins as compared with the per bushel cost of storage 
jn commercial warehouses, and there certainly is quite a substantial 
discrepancy. 

The commercial storage space is at least twice and perhaps nearly 
three times as high in per bushel cost. 

Mr. Patmsy. Could I interrupt just a minute, Mr. Naughton? 

Mr. Naventon. Yes. 

Mr. Patsy. We would not want to say that 5 cents is any more or 
less than roughly a third of what we have been paying—this is obvi- 
ous. But as [ did point out in my statement, we can do the same 
thing today in transportation of grain. There is no question in my 
mind that if it would be the desire of C ongress that we buy trucks, 
barges, we can move our grain for maybe a fraction of what we are 
presently paying. 

I agree that just looking at this from a cash outlay basis—in other 

words, the amount of money that we would have to ask the Congress 
to appropriate to run our programs—we can store grain cheaper than 
private trade can. When I said the net cost to the Government, I was 
including the much broader field. Also, we can go into the transporta- 
tion field and related processing fields and i in turn get the job done a 


good deal cheaper than it is presently costing us. There is not any 
question ov this. 


Mr. Smirtr. You have not really 
die etiport ‘ite heaper, have you ! d 


Mr. Paumpy. No, sir, we have not made any study, but it is very 
obvious you can. If we can store grain cheaper, we can transport it 
cheaper; Congressman Smith, you know we can, 

Mr. Suir. No, I doubt that very seriously. I do not think you can 
ever transport grain as cheaply as you can hire it done when you have 
to have your tr ansportation facilities certain months of the year in 
different places, I just do not believe you can do it. 

Mr. Patmpy. I appreciate those comments. I hope you are right, 
because I am not recommending that we do; but we are tax exempt 
and, believe me, that is a real saving. 


I know the expenses the common carriers have that we would not 
have. 
Mr. Naventon. Is it your opinion that the Government could trans- 


port grain much more cheaply than private industry because it is more 
efficient ? 


Mr. Patmpy. No, sir. 


Mr. Navueutron. Why do you think the Government could do it 
more cheaply ? 


Mr. Patmey. Because we do not have the costs that private industry 


has. 


Mr. Naveuton. Let us see. We would have to buy trucks, or rail- 
roads, or barges. 


What costs does private industry have that the Government does 
not have except taxes? 

Mr. Patmpy. That is a very big item, Mr. Naughton. That is a 
very big item—taxes at all levels. ‘And, further than that, we come to 
the Appropriations Committee for the salaries of our administrative 


made any study to determine you 
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people. There is absolutely no return on capital investment that we 
have to make on the expenses that we incur in buying this equipment, 
So, again I am confining my remarks to what would be needed in an 
outright appropriation, and I am as satisfied as I am sitting here that 
we can get into the transportation field with the huge blocks of stocks 
that we own and move them with a lesser outright appropriation than 
what is needed today. 

Mr. Naventon. That is a very interesting statement. If I were on 
the Appropriations Commitiee, I think I would look at it with rather 
jaundiced eyes until I had seen the figures, but getting back to bin 
storage, which we have been examining, there is this differential of 
perhaps 5 cents as compared with 1614 cents for commercial storage, 
Perhaps the Government is more efficient—perhaps it is not. If it is 
not any more efficient, there must be a very substantial profit in the 
commercial rate. 

Would you regard the additional cost of commercial storage as 
compared with Government storage as a form of subsidy to ware- 
housemen ? 

Mr. Paumpy. I think, under the present agreement as we outlined 
yesterday—there has been some incentive for the last year and a half 
to 2 years, and for proof of it look at the expansion we have had. Any 
student of economics knows that if there is an incentive, or a satisfac- 
tory margin then that field of work will attract capital. This is our 
economic system. I have a lot of respect for it. I havea lot of respect 
for bankers, who loan money. 

When they are willing to loan money to an industry, then I am 
satisfied that there is enough incentive, or there is enough attractive- 
ness there to cause capital to flow there, This has happened in the 
storage industry, as outlined in our charts yesterday, particularly in 
the last year and a half or 2 years; and I would hasten to add we 
were aware that this incentive and attractiveness was there, and we 
needed the storage. 

Mr. Naventon. And of course I can understand that it is very easy 
to make up your mind if it is your policy to utilize private warehouses, 
period. You can easily make a decision to utilize private industry 
even if it costs 16.5 cents, whereas your own bins cost 5.5. So doesn’t it 
really get down to this, that it is just a matter of policy you are going 
to use the commercial warehouses, and obviously it would be cheaper 
to use your own? 

Mr. Patmpy. There are two things involved: (1) Our policy, and 
(2) the applicable legislation. However, there have had to be incen- 
tives or knowledge enough to attract expansion. That is what has 
happened. 

Mr. Naueuton. Of course, you would not have needed any incentive 
if you were prepared to build your own bins for your surplus grain? 

Mr. Patmsy. That is right. 

Mr. Naueuron. So it is just a matter 

Mr. Patmpsy. I do not think I understand that. What do you mean 
by “prepared” if I may ask? 

Mr. Naveuton. If, when you needed additional space, which was 
not available at a rate comparable to your own costs, plus a reasonable 
profit for the warehouseman, if you did not get the space you needed 
by offering that rate, if you were prepared to build your own addi- 
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tional bins, then you would not have needed to offer the incentive for 
expansion, would you? ; 

Mr. Patsy. Of course, we stood ready to build bins when neces- 
sary as proof of it each year through 1956, and have had to do it 
roughtly at the rate of $100 million a year, each one of these 4 years. 

Mr. Naveuton. On that point the law specifies that before build- 
ing bin space, that you must make a determination that there is not 
adequate private commercial space in the area. 

Now, before building bins, have you made it a matter of policy 
that you first have to contract for 100 percent of all available com- 
mercial space in the area, no matter what rate you have to pay ? 

Mr. Paumey. No, sir. 

Mr. Naueuon. So, this need factor, this determination of ade- 
quacy of space really is a determination of adequate space being 
offered at a reasonable rate, is that right ? 

Mr. Patmpy. And at a time when we think it will be early enough 
for us to use it. 

Mr. Naveuton. But the adequacy of the storage space available 
is tied into the rates. You do not have to pay a man $1 a bushel if 
he has an empty warehouse before you are able to build your own. 

Mr. Patmpy. I think the statute is quite clear on that, Mr. Pickard, 
you can quote it again if you would. 

Mr. Pickarp. Section 4(h) of the Commodity Credit Corporation 
Charter Act provides that the Corporation may— 


contract for the use, in accordance with the usual customs of trade and com- 
merce, of plants and facilities for the physical handling, storage, processing, 
servicing, and transportation of the agricultural commodities subject to its 
control. The Corporation shall have power to acquire personal property neces- 
sary to the conduct of its business but shall not have power to acquire real 
property or any interest therein except that it may (a) rent or lease office 
space necessary for the conduct of its business, and (b) acquire real property 
or any interest therein for the purpose of providing storage adequate to carry 
out effectively and efficiently any of the Corporation’s programs, or of securing 
or discharging obligations owing to the Corporation, or of otherwise protecting 
the financial interest of the Corporation: Provided, That the authority contained 
in this subsection (h) shall not be utilized by the Corporation for the pur- 
pose of acquiring real property, or any interest therein, in order to provide stor- 
age facilities for any commodity unless the Corporation determines that exist- 
ing privately owned storage facilities for such commodity in the area con- 
cerned are not adequate * * *. 


Then there is a provision relating to refrigerated cold storage 


facilities and other provisions and then the same subsection continues. 
Mr. Naucuton. In interpreting that 


Mr. Pickarp. May I read this next provision, please ? 





And provided further, That, to encourage the storage of grain on farms, where 
it can be stored at the lowest cost, the Corporation shall make loans to grain 
growers needing storage facilities when such growers shall apply to the Corpora- 
tion for financing the construction or purchase of suitable storage, and these 
loans shall be deducted from the proceeds of price support loans or purchase 
agreements made between the Corporation and the growers. 


Reading a further provision from the same subsection that appears 
above the one I just read: 


Ant provided further, That nothing contained in this subsection (h) shall limit 
the duty of the Corporation, to the maximum extent practicable consistent with 
the fulfillment of the Corporation’s purposes and the effective and efficient con- 
duct of its business, to utilize the usual and customary channels, facilities, and 
arrangements of trade and commerce in the warehousing of commodities. * * * 
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Then, a similar provision also appears in section 5 of the Commod- 
ity Credit Corporation Charter Act. Section 5(g) provides: 
in the Corporation’s purchasing and selling operations with respect to agricul- 
tural commodities (except sales to other Government agencies), and in the 
warehousing, transporting, processing, or handling of agricultural commodities 
the Corporation shall, to the maximum extent practicable consistent with the 
fulfillment of the Corporation’s purposes and the effective and efficient conduct 
of its business, utilize the usual and customary channels, facilities, and arrange- 
ments of trade and commerce. 

And I might add, parenthetically, there are several other references 
in the Charter Act to the desire of the Congress for the Corporation 
to carry out its business through private trade facilities. 

Mr. Naucuron. Of course, going back a little on the history of the 
Charter Act, the 80th Congress, I believe, took out of the Charter 
Act the authority of the Commodity Credit Corporation to acquire 
any storage facilities at all, did it not? 

Mr. Pickarp. That was a provision which was in the Charter Act, 
I believe, when it was first enacted in 1948. 

Mr. Naveuton. This was the first Federal Charter. 

Mr. Pickarp. Yes; the first Federal Charter Act. <A restrictive 
provision put in by the 80th Congress prohibited the acquisition of 
real property, or any interest therein, for any purpose except office 
space, which made it illegal for the Corporation to lease or otherwise 
acquire land for the purpose of erecting bins or any other storage 
facility. 

Mr. Navueuton. Under its Delaware charter, or wherever it was 
chartered before, the Commodity Credit Corporation had previously 
had authority to acquire bin space. 

Mr. Pickarp. That is right, Mr. Naughton. 

Mr. Navenron. In 1949, a different Congress restored this author- 
ity. It did include these restrictions, of course, which you have men- 
tioned concerning preference to private channels of trade. 

Mr. Pickxarp. That is correct, and part of the language which I read 
was enacted in 1949. The last provision I read, section 5(g), was in 
the original Charter Act. 

Mr. Naveuton, Getting back to the determination of need. 

The law, of course, does require that before CCC can acquire any 
bin storage facilities, that it must make a determination that exist- 
ing privately owned storage facilities for the particular commodity 
in the particular area are not adequate. 

Now, let us take for example, a situation where it appeared that 
a million bushels of storage space for corn would be needed. There 
was a million bushel privately owned warehouse sitting there empty 
which would hold the expected takeover. 

However, the warehouseman, being a man of independent means, 
said he would not rent his facilities for less than $1 a bushel. 

Under those circumstances, would you have to pay the $1 a bushel, 
or could you make the determination since he would not sign the 
Uniform Grain Storage Agreement at a reasonable rate, there were 
not adequate available facilities? 

Mr. Picxarp. We have a Uniform Grain Storage Agreement under 
which all CCC grain is stored, with certain exceptions on the east 
coast where the common carriers operate some port elevators under 
tariffs. The Corporation does not store any grain commercially ex- 
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cept under the Uniform Grain Storage Agreement, and at the rates 
rovided therein—subject to the carrier exceptions. 

I think it is a fair interpretation of the law to say that cost is one 
of the factors to be considered in determining whether it is practica- 
ble, consistent with the effective and efficient conduct of the Corpora- 
tion’s business to use commercial facilities. I do not think that cost 
is the only factor. 

Mr. Naventon. No. 

Mr. Prcxarp. What is practicable, consistent with the effective and 
efficient conduct of the Corporation’s business is a question of judg- 
ment. 

Mr. Navenron. I am talking about your authority to acquire new 
space, rather than any requirement to use existing space. And, of 
course, you would not be expected to have to go high enough in your 
uniform grain storage rate to perhaps encourage flour mills to go out 
of the flour business and go into the business of storage. This, again, 
would be a factor 

Mr. Picxarp. That, again, is a judgment factor, Mr. Naughton. 

Mr. Naueuton. So, if it was not offered under the Uniform Grain 
Storage Agreement, then the storage was not available and you could 
proceed on that ground; am I correct? 

Mr. Pickarp. I think that is a fair statement; yes. 

Mr. Naveuton. Do you think that the Congress, in enacting this 
section about determination of need, intended that the Commodity 
Credit Corporation should transport grain from the Midwest to the 
Pacific coast, let us say, outside the normal line of movement in order 
to avoid building bins? 

Mr. Picxarp. I do not know that the Congress had any specific in- 
tent as to that point. I think, again, we get into the judgment factor. 
Mr. Palmby indicated in his testimony yesterday that all three pos- 
sible alternatives were considered at the time, one being to acquire 
and erect new CCC bins in the area concerned. The second was to en- 
courage additional commercial storage in that area, and the third 
alternative was to ship the grain to a point where there were commer- 
cial storage facilities, where it could be stored. As to the reasons for 
selecting the third alternative, Mr. Palmby indicated he would give a 
statement for the record on that. 

He felt at the time, on the basis of the factors then known, that it 
would be in the best overall interests of the Government to ship to the 
west coast for storage. I do not believe there is any rule of law in the 
Charter Act or elsewhere indicating that Congress did not intend for 
such movements to take place. I think that is a question for adminis- 
trative judgment in carrying out the powers that have been given to 
the Corporation and to the Secretary of Agriculture by the Congress. 

Mr. Navauon. Have you read the conference report on the 1949 
amendments to the Commodity Credit Corporation Charter Act? 

Mr. Pickarp. Yes; but it has been some years. 

Mr. Naveuron. Corn, of course, is a grain of which a very large 
percentage is normally consumed on the farm, or in the immediate 
area in which it is produced, is it not ? 

Mr. Patmpy. Yes; that is true. 


Mr. Naveuton. Grain sorghum would be pretty much the same 
way. 
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Mr. Patmpy. To a lesser extent, that is true. 

Mr. Naventon. Yes. 

The conference report on the Charter Act states and I quote: 

Both the House amendment and the Senate bill contain a provision included in 
the conference substitute which provides that before the Corporation could ac. 
quire real property or any interest therein for the purpose of providing storage 
facilities for any commodity, it must determine that existing privately owned 
storage facilities for such commodity in the area concerned are not adequate. It 
is understood that the Corporation, in its determination of the adequacy of stor- 
age space “in the area concerned” will give due consideration to marketing and 
storage practices employed by private agencies in the case of the particular com- 
modity involved. For some commodities, especially those which are largely con- 
sumed on or near the farms which produce them— 
and that, of course, would include corn and to a lesser extent grain 
sorghum— 
the area concerned must of necessity mean the immediate area in which the com- 
modity is produced because it is not customary or practicable to store the com- 
modity in areas remote from points of origin. 

Isn’t that a pretty clear expression of the intention of Congress that 
you should not ship commodities all over the country, away from 
the point of origin, to avoid building CCC bins? 

Mr. Picxarp. I do not believe it is an indication from Congress 
that it intended for the Corporation to hold commodities at a point 
where the Corporation did not find there was an outlet for them. 
Furthermore, if the Corporation felt it had an outlet at another lo- 
cation, I do not believe the Congress intended to so hamstring the 
operations of the Corporation that it would be unable to move the 
commodities to a location closer to a prospective market outlet. 

After all, all of us are interested in disposing of our agricultural 
surpluses by exporting them if there is no domestic market for them, 
or, if there is a domestic market for them at another place in the 
country, to ship them to that domestic market. I certainly do not 
believe that Congress intended that we should disregard the facts of 
the situation. 

Now, Mr. Palmby’s testimony yesterday indicated that the west 
coast normally is a feed deficit area. It was felt, in the first place 
that there would be an export market for feed grains from the west 
coast, and, secondly, if that export market did not develop, that we 
would realize a greater price if we had to sell them domestically on 
the west coast than we would in the area of production where they 
were in surplus. 

Mr. Naucuton. You have made out-of-line movements primarily 
for the purpose of storage, rather than with an expectation of markets 
in the area to which you have shipped, have you not? 

Mr. Pickarp. Yes, as I have just indicated. 

Mr. Patmpy. We made these movements for two reasons, and we 
certainly outlined the alternatives yesterday. 

We did not just blindly move corn or grain sorghums to the Pacific 
coast, without having an outlet in mind. We considered the market 
condition out there, considered the space available, considered the 
market potential—and let me hasten to add a sizable chunk of this 
corn did move to Japan 

Mr. Naueuton. Under Public Law 480. 
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Mr. Patmpy. I am not sure of this. But again I refuse to separate 
the two as regards the market, because the Congress has given us the 
title I appropriation so the commodities must be moved, and if they 
had not been moved from the west coast they would have moved 
from another area. 

Mr. Naveuton. To avoid getting off the track, I am sure we can 
discuss the probabilities for marketing of the grain sorghum and the 
detail of these movements at a later date. 

Mr. Palmby, if you were running a private business instead of 
working for the Government, would you consider it efficient business 
practice to leave your own storage space empty while you rented 
space from someone else at several times the cost of using your 
own? 

Mr. Patmpy. No, sir; I would not, but I hasten to add there are 
differences between working for the Government and working for 
a private industry. 

Mr. Naueuton. As well we know. 

And, of course, on your 

Mr. Patmey. I do want to get in the record, too, most of my back- 

und has been private industry and I for 1 minute do not apologize 
or the hours ai teas I have given to my Government, 

Mr. Naveuton. I do not think any of us need to do that. It isa 
privilege to be able to serve, in my opinion. 

Mr. Pickarp. Mr. Chairman, may I make one observation? The 
question of Mr. Naughton which referred to CCC bin space being left 
empty : [ am not sure just what he had in mind. I think the testimony 
yesterday indicated that, on a national average basis, we have kept 73 
percent, I believe, of the CCC bin space occupied throughout the year. 
I believe there is also testimony in the record indicating that most of 
the empty bin space above that necessary for turning and handling of 
the grain—which, of course, must be kept available for that purpose— 
is out-of-location space. That is, the empty space is not where the 
storage is needed at that particular time. So that saying that we keep 
CCC bin space empty, while we fill commercial space—I am not sure 
that is completely accurate. 

Now, it is accurate to say that it has been the policy of the Corpora- 
tion—and it has been for many years—to use commercial storage space 
to the maximum extent practicable in accordance with the law and 
also in accordance with the established policy. 

But the need for storage has been such that it has also been neces- 
sary to keep the CCC bin space occupied, and we have kept it oc- 
cupied, I believe, to the maximum extent practicable. 

r. Navauton. Does the Department of Agriculture take the posi- 
tion the law mandatorily requires it to use private facilities, in prefer- 
ence to its own, even though this results in substantial additional ex- 
pense to the taxpayers ? 

Mr. Pickarp. The law says to the maximum extent practicable, 
consistent with the fulfillment of the Corporation’s purposes and the 
effective and efficient conduct of its business. 

Now, the Corporation’s principal purpose and reason for existence, 
as I understand it, is to carry out the farm program—to give price 
support to farmers and to carry out other farm programs the Con- 
gress enacts. 
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Of course, the Corporation cannot carry out the farm programs 
effectively with just the Government storage space. The farmer cus- 
tomarily either stores his grain on the farm or he takes his grain to 
the nearest country elevator for sale or storage, or for shipment to a 
terminal elevator. These are the usual trade channels. 

Now, CCC has never erected its own elevators. There has been a 
small amount of Government-operated flat storage in past years. The 
law, I believe, would prohibit CCC from going into the storage busi- 
ness to the extent that farmers could take their grain and store it in 
Government-owned elevators and get price support on it, as long as 
there exists adequate privately owned storage facilities for the com- 
modity in the area concerned. I believe the law is quite clear on that, 
When it comes solely to the question of comparative costs, in using 
CCC bin space versus commercial warehouses, we could not do this 
whole price support and storage job with just bins in the country. 
We would have to build warehouses, both country warehouses and 
terminal warehouses; we would have to go into the entire ware- 
housing business from the point of production to the terminal in order 
to accomplish this job. 

Of course, the Corporation could not do that under the existing 
law. If Congress changed the law so as to provide that the Cor- 
poration should go completely into the storage business to handle all 
Government and price support inventories, chet I do not see how we 
could expect to keep the commercial grain storage business in this 
country in operation. 

In other words, we would be shifting over from private enterprise 
to Government enterprise for the purpose of storing the surplus grain 
of this country. 

Mr. Naucuron. I got a little bit lost there, Mr. Pickard, but Mr. 
Palmby just indicated, if he were running a private business, he would 
not consider it an efficient business practice to leave his own storage 
spaces empty while renting someone else’s at several times his cost. 
In view of the fact that any preference you are required to give to 
private warehouse facilities is only mandatory so long as it is con- 
sistent with the efficient conduct of CCC business, isn’t it pretty ob- 
vious you are not required to use private storage facilities where this 
results in substantial additional expense? 

Mr. Picxarp. No; I would not completely agree with that, Mr. 
Naughton. 

I think the dollar cost which we have been talking about—the 3-to-1 
ratio—is one of the élements to be considered, but I believe there are 
many other factors to be considered. Mr. Palmby has indicated in 
his testimony some of those factors. I respectfully call counsel’s at- 
tention again to the phrase— 
consistent with the fulfillment of the Corporation’s purposes and the effective 
and efficient conduct of its business. 

The Corporation’s purpose is to carry out a farm program. 

Mr. Navenron. There is nothing in the purposes about subsidizing 
the warehouse industry ; is there? 

Mr. Picxarp. No; that is right. But we do not believe we are 
subsidizing the warehouse industry, except for the purpose of encour- 
aging enough commercial storage space to do the job. 
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Mr. Navcuton. Then, do you feel that the law requires you to fol- 
low exactly the policy that you are following now ? 

Mr. Pickarp. Oh, no. I think there is the legal requirement and 
there are policy considerations. And this policy, as I understand 
from the testimony, has remained unchanged for many, many years. 

Mr. Naueuton. If Secretary Benson felt the law permitted him, 
and maybe it does, to make greater use of Government-owned bins 
in order to save substantial sums of money; would he do so? 

Mr. Picxarp. I think Mr. Palmby ought to answer that question. 

Mr. Founrarn. All he can do is express an opinion as to what Mr. 
Benson would do. 

Mr. Patsy. Yes, I can express an opinion from what I think his 
past guidelines have told us, and that is that he wants this conducted 
as efficiently as possible, keeping in mind in addition to the legal 
_ his great desire for having private enterprise do as much as 
possible. 

Mr. Naucuton. Do you feel under the law you could have made 
greater use of existing bin space than you have made? 

Mr. Patsy. I think we could have built many more bins under 
the law. 

Mr. Naueuron. Could you have made greater use of the existing 
bins that you have ? 

Mr. Patmpy. Under present policy —— 

Mr. Naventon. Under the law. 

Mr. Patmpy. Under present policy we fill commercial space prior 
to filling a binsite. If the reverse were true, it is obvious we would 
have had more grain in binsites. 

We have, however, still had a high percent of occupancy, even 
though this policy was in effect, the reason being that we have needed 
most of the space. 

Mr. Naueuton. Did you feel the law required you to fill those com- 
mercial warehouses first, or was this your policy regardless of what 
the law said ? 

Mr. Patmpy. No; this has been covered before. There are two 
things in mind: (1) The legal aspects of the case; and (2) the policy 
itself. 

If it is the feeling of the Congress that Government facilities should 
be utilized completely, or at some level before private enterprise is 
used, Congress should make that directive. Mr. Chairman, if Congress 
wishes to give us firm guidelines, we certainly respect the wishes of 
Congress. 

Mr. Naventon. You have made no recommendations to the Con- 
gress in that regard ? 

Mr. Patmpy. No; and we are not about to make any now. 

Mr. Naventon. I take it the Secretary is perfectly satisfied with 
the present policy, since he has made no attempt to change it? 

Mr. Patmey. We think the present. policy under the Charter Act 
is the best policy for the producer and for the country as a whole in 
operating these farm programs. But again, I hasten to add, if it is 
the wish of the Congress that we do otherwise, or if they wish to direct 
us otherwise, we will certainly respect that wish. 

Mr. Naventon. Do you think, if it were your own wish to do so, 
that you would be permitted under the law to make greater use of CCC- 
owned facilities than you are now doing? 
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Mr. Paumpy. I think so. When we take over these commodities 
we could, fill a binsite before we fill a country house. 

j Mr. Naveuton. It is permitted under the law if you wanted to 

o it. 

Mr. Paumpy. I would have to ask Mr. Pickard to answer this. 

Mr. Picxarp. It is permitted under the law if the determination 
were made that, consistent with the fulfillment of the Corporation’s 
purposes and the effective and efficient conduct of its business, that 
this would be a utilization of the commercial facilities to the maximum 
extent practicable; and that is a question of judgment in formulating 
the policy of the Corporation. 

Mr. Patmsy. So, if I may plug in here just again, then, if I am 
interpreting counsel’s statement correctly, the administrative deter- 
mination would have to be made prior to directing farm deliveries 
to the binsite ahead of commercial warehouses that this would be, 
or would result in the most efficient conduct of the Corporation’s busi- 
ness. 

If we were asked today to make that determination at takeover time, 
August 1 of this year, 1, for one, am not ready to make such recom- 
mendation to the Secretary. 

I cannot speak for ha toceitany; himself, but I can speak for my- 
self and what I would recommend. 

Mr. Nauventon. Then the question of whether you fill private ware- 
houses before using empty CCC bins is more one of the Secretary’s 
judgment and his wishes on the matter than any mandate from the 
Congress ? 

Mr. Patmsy. Except for one thing. As I have reviewed the 
volumes of testimony that have been held on this very subject, I 
have not been able to detect any feeling on the part of Congress that 
the policies which have been in effect ever since we have had a farm 
program have been too far away from the wishes of Congress. This 
thing has been before hearings time and time again, before many 
committees, and Congress has not seen fit to make it mandatory. 

I am getting near the legal aspects, Mr. Pickard, but again looking 
at it administratively and policywise, I cannot help but come to this 
conclusion. 

Mr. Picxarp. If I may, Mr. Naughton, make a statement bearin 
on that point—in March of 1950, there was a provision in the bill S. 
2826 to increase the borrowing power of the Commodity Credit 
Corporation, which would have required the complete utilization of 
private trade facilities. A subcommittee of the Senate Committee 
on Agriculture and Forestry, in recommending deletion of that pro- 
vision, stated in Senate Report 1375, 81st Congress, 2d session, page 5: 

The intent of the Congress that the Corporation should utilize private trade 
facilities wherever possible could hardly be stated more plainly than as now 
written in the present charter of the Corporation. 

Mr. Naucuron. Was that particular bit of legislation passed by the 
House, also, and signed by the President ? 

Mr. Picxarp. I believe that legislation was, Mr. Naughton, but I 
would have to check that. 

Mr. Naveuton. What was the purpose of it ? 

Mr. Picxarp. That was a bill to increase the borrowing power of the 
Commodity Credit Corporation and the provision I referred to was 
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deleted in the Senate. So, I judge it was probably not in the bill when 
it got over to the House. 

Mr. NaveHutTon. So, in other words, if this provision had passed, it 
would have made it mandatory that the Commodity Credit Corpora- 
tion use private channels of trade, period, and you would have had no 
opportunity to use your own facilities in the interest of effective and 
efficient conduct of your program ? 

Mr. Pickarp. We would have had to dispose of all of the grain bins 
we had. 

Mr. Naveuton. Could part of the reason that Congress has never 
perhaps made any audible manifestations of approval or disapproval 
concerning the less than complete utilization of CCC bins, possibly be 
because the Commodity Credit Corporation has consistently told the 
Congress the reason it does not use these bins is because they are out 
of position, rather than indicating that perhaps a more major factor 
is that you will leave them empty if there is any private storage space 
within reasonable shipping distance, or sometimes unreasonable ship- 
ping distance ? 

Mr. Patmpy. Mr. Naughton, we have used the bins. We are using 
them today. The occupancy is high. 

Mr. Fountatrn. 78 percent ? 

Mr. Patmpy. 73 percent. 

Mr. Unveruitu. That may be the average for the entire year, the 
peak periods, as well as the valleys. 

Mr. Naucuton. I thought it was 66 percent according to the figures 
we had for fiscal 1959. 

Mr. Patmpy. When you ask the percentage occupancy today, it is 
a bit difficult to pin down, because right now most of our bins being in 
the corn area, there has to be a movement out if we are ever to get any 
freshening of stocks, and we are selling some deteriorated corn every 
day to get ready for the takeover this fall. There comes a long period 
of time, very shortly, where we cannot operate in binsites because of 
the weather conditions, and so we are now making space for fall 
takeover. 

Mr. Founrarn. What has been your average Government bin oc- 
cupancy ? 

r. PaumBy. Did we get that overnight ? 

Mr. Unveruiiy. No. 

Mr. Patmpy. We did not get this figure overnight. We are still 
working on this. 

Mr. Navcuron. Mr. Palmby, you slipped a little phrase in there, 
“freshening of stocks,” which rather intrigues me. 

The vast bulk of bin-stored corn will keep pretty well, will it not, 
without freshening of stocks? That is the testimony we had in Iowa. 

Mr. Patmpy. We have done remarkably well, as I said yesterday, 
but for goodness sake, there is no grain man, no Government official, 
that is going to close the door on bins and say that that corn is 
going to be there 5 or 10 years from now. We have to watch it all 
the time. 

Mr. Navcuton. Certainly you have to have some movements, I 
would not disagree with that at all, but haven’t you frequently moved 
corn out of Government bins when you had corn in the same area 
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in commercial warehouses that you could have moved out instead at 
less expense ? 

Mr. Patmpy. We could have moved some out of commercial ware- 
houses I am sure, in certain areas, when we have moved it out of 
bins. 

Mr, Naventon. Haven’t you at times moved corn out of your own 
birs, across the street into commercial warehouses, and paid storage 
on it? 

Mr. Paumpy. I believe we related that at an earlier session here, 
to a period when we were encouraging some commercial expansion 
in Iowa. 

Mr. Navueuton. This, of course, had nothing to do with the bins 
being out of position, it was just because you were giving preference 
to the private trade? 

Mr. Patmpy. That is right. 

Mr. Naventon. To what extent would you say the lack of having 
all of your bins at least at 90 percent occupancy, is due to their being 
out of position and to what extent is it due to the fact that you are 
putting the corn in private warehouses instead ? 

Mr. Patmpy. What you are saying is what percentage of occupancy 
do we have today of bins in location. 

Mr. Navenron. Yes. 

Mr. Patmey. We are working on that. I do not have a figure I 
can give you. It certainly is a much higher figure than the 73 per- 
cent mentioned for the last fiscal year. The best example, as I stated, 
is Illinois, where we have around a 95-percent occupancy of bins in 
location. 

Mr. Navueuron. Are you calling all those bins in southern Illinois 
out of location, the ones that are empty? 

Mr. Patsy. Seasonally out of location. Again, the southern 
Tilinois problem is unique in that it is in the Angoumois moth area, as 
you know, and we have had some sorry experiences in storing corn 
there, as commercial people have. 

However the last 2 years we have gained a great deal of knowledge 
in how to handle this corn, and it happened that the weather has 
been favorable for us. 

We, as you know, take voluntary early delivery, I believe on June 
1 in that area, a little later date in the secondary moth area. At 
that time of the year, there may be a very high level of moisture, and 
we have had trouble getting dry corn. It varies by year, so we have 
thought at times that those bins should be moved, but as we have 
lived with this longer, we have decided to leave them there because 
we now are certain that at least part of the time we can store corn 
in the Angoumois moth area. 

Mr. Navueuton. Do you have any corn stored at the present time 
in commercial warehouses in the area in southern Illinois where you 
have empty bins? 

Mr. Patmsy. I do not know. I would have to find this out. We 
can do this, if you wish. 

Mr. Navcutron. We are making a study of the same subject, and 
we may have some results to compare with yours. 
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(The information is as follows :) 


Commodity Credit Corporation corn stored in commercial warehouses in Illinois 
in counties south of Highway 40 








Amount Number of | Number with 
County (bushels) warehouses inventory 
approved 

i a asap sonnel pata pageant 
SE Earn anit ab beni nceadan==dacbtadehaeoaadeees 167, 517 3 | 1 
Clay.----------------------------------------------+---------- - = ] 1 
Clark....--.-------------------------------------------------- 50, 036 2 1 
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gk ih i io SS 811, 555 23 | 13 








Source: Data furnished by Evanston CSS Commodity Office, Feb. 10, 1960. 


Note.— Records of the Evanston CSS Commodity Office indicate a total of 42 UGSA approved ware- 
houses in southern Mllinois. 


Mr. Navenron. I think if we clarify just what the storage policy 
as interpreted by—or as laid out by Washington—does, it will perhaps 
clarify the record from here on. 

When most of your corn, if we use that as an example, would come 
in on takeover the year after the crop was raised, it would be stored 
on farms from October or November until the following August, and 
shortly thereafter would be delivered in forfeiture of the CCC loans. 

At that time, in an area let us say there was 500,000 bushels of 
takeover, there were 500,000 bushels of empty bin space and a million 
bushels of commercial warehouse space, of which 500,000 was empty. 

Under your policy the entire 500,000 bushels of Government grain 
would go into the commercial warehouses, would it not, and the bins 
would remain empty ? 

Mr. Patmpy. Yes, unless there were some special circumstance in- 
volved, this would be true. 

Mr. Naveutron. Unless perhaps you presently have the warehouse- 
man under suspension for conversion, or some other factor. 

Now, if this were the only policy in effect, of course, if there were 
a million bushels of corn takeover in that particular location, and 
500,000 bushels of empty warehouse space, | 500,000 bushels of CCC 
bin space, then you normally might expect to fill the bins. 

Mr. Patsy. That is right. 

Mr. Naucuton. However, you have a policy in effect, do you not, 
which provides that a producer who is forfeiting corn on loans may 
elect if he so desires to deliver that to any commercial elevator, prac- 
tically anywhere in the country, so long as it does not result in extra 
storage costs to CCC? 

Mr. Patmpy. That is right. 

Mr. Navenron. So that let us say an enterprising warehouseman, 
150 miles away, or so, or wherever it is feasible to ship, has some empty 
space and he decides it is foolish to let this good Governmen’ corn 
go into Government bins when he can get it by offermmg to pry to 
the producer a small bonus plus the cost of transportation. 
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Now, doesn’t a situation like that have the effect of siphoning grain 
away from empty Government bins into warehouses all over the 
country, or at least wherever it is feasible to transport the grain? 

Mr. Patmpy. I have understood there have been some cases where 
this has been done. I am sure the volume was small, and it is a rather 
unusual practice. I find myself, though, putting myself in the place 
of the producer, and if at the time the producer benefits from it, I do 
not think that we should adopt a policy that would not allow him to 
do so. In other words, if he wishes to haul his corn to an approved 
house 50 miles away and comes into the county office and request 
that his delivery instruction read that he authorized it delivered to 
this point 50 miles away, this is done. Any committeemen that I 
have ever talked to on this believe that we should give the producer 
leeway to choose where his commodity is to be delivered, so long as 
it is to a house that is approved by us. I shudder to think of the pres- 
sure that would be brought upon us if we would enter into ony hed 
of an arrangement that took away from the producer the right to 
deliver his commodity to any approved house. 

Mr. Naucurton. So this policy of allowing the producer to choose 
to ship under appropriate arrangements with the warehouseman to 
an empty commercial house 100 miles away is caused by the Secretary’s 
great solicitude for observing the wishes of the producer and looking 
out for his welfare, and letting him make a choice, 

Mr. Patmpy. Mr. Naughton, there is another thing that comes into 
play here, as you are so well aware in the whole grain area, 

There are in existence many strong co-op elevators, 

It is a very common practice for a member of a cooperative eleva- 
tor some distance from that house to request that he be allowed to 
deliver his commodity to that house, even though it may actually 
cost him more money to truck it there, and we do not compensate him 
for it. This may be because he is anxious that the co-op succeed, or 
that he is anxious to have a part in the earnings of his co-op. I say 
“his” because he owns a share of it. 

I just cannot conceive of the Secretary of Agriculture or any other 
administrative body taking away that freedom from him if he wishes 
to do this. 

Mr. Navueuton. How many farmers in Iowa would you suppose 
normally deal with and store their grain in cooperative elevators 100 
miles away ? 

Mr. Paumpy. I have no idea. I think if Imay say so— 

Mr. Naueutron. Do you think there are any ? 

Mr. Pautmpy. If I may say so, I think the 100-mile illustration is 
unrealistic. I have not known of any that have delivered it any such 
distances. 

Mr. Naveuton. I am not talking about CCC deliveries—— 

Mr. Patmpy. Farm deliveries. 

Mr. Naveuton. Farm deliveries, do you know of any? 

Mr. Patmpy. No; Iam not aware of any. 

Mr. Naveuron. Do you not think it would be fair to the farmer if 
you restricted this freedom of choice to commercial elevators within 
the normal marketing area, and then filled the bin space after these 
elevators were filled ? 
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Mr. Patmpy. Mr. Naughton, again I hate to define a normal market- 
ing area. : Vader ao 

Mr. Naveuron. It is not 100 miles, maybe it is 25 or 35, but that 
could be worked out. 

Mr. Patmsy. I do not know how to define “normal,” because what 
js normal in one community or one county is not normal in another 
county or community. 

Mr. Naventon. Well, to see how much we are taking account of the 
choice or wishes of the farmer in this situation, let us go back to the 
original situation of 500,000 bushels of empty bin space and 500,000 
bushels of commercial space. 

This particular farmer happens to have had some very unfortunate 
experiences with that elevator, and he is dead set against the deliver- 
ing to that elevator, and he asks permisison to deliver to the CCC 
bins. Will you let him do it? 

Mr. Patmpy. Generally—lI told you our first policy is we let him 
choose where it is to be delivered. 

If they protest delivery to a house where there is space, so far 
as possible we respect his wishes and take it to a bin, or agree with 
him where he might want to deliver it. I am sure, however, that there 
have been instances when we have said “This is the only place in 
the area which we will take your corn.” 

Mr. Naveuton. So that the farmer’s freedom of choice may not 
be honored if it conflicts with the policy of preferring the private 
warehouse trade ? 

Mr. Patmpy. I am sure there are instances of this. 

Mr. Naucuton. I wanted to see who did get preference under this 
policy. 

Mr. Parmpy. The farmer gets preference, but there are exceptions 
to the rule. 

Mr. Naucuton. Would you say starting tomorrow that any farmer 
on the takeover from now on would be able to deliver to bins instead 
of warehouses if he wanted to? 

Mr. Patmpy. No, I am not prepared to say that. 

Mr. Navecnron. So that apparently there is still a question as to 
whether or not 

Mr. Patmpy. The reason I say this, Mr. Naughton, is, again we are 
covering specifics by a broad policy. It may be that we are not 
prepared to take corn at a given binsite at a given time. 

Mr. Naucuron. Let us assume you are perfectly prepared and 
willing to take it at the binsite, the only thing that stands in the 
way is the policy of preference to the private warehouseman. 

ere we fave a conflict between the preference, the policy of pref- 
erence to the private warehouseman, and the wishes of the farmer. 

Who is going to prevail ? 

Mr. Patmsy. It will be handled at the time, and that is the best 
answer I can give you, because I have been in these programs long 
enough not to fall into this kind of a trap. 

Mr. Naveuron. I think some of the farmers will be encouraged to 
learn they have a 50-50 break on this. 

When you follow this policy of allowing shipment, allowing CCC 
grain to be siphoned away from empty bin space into elevators quite 
a distance away, this does not result in very much benefit to the farmer, 


he might get a penny a bushel premium, perhaps, and it costs CCC 
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161% cents a bushel a year. Would it not be better to put the corn in 
the bins and work out some way to give the farmer a little bigger 
split of the 1614 cents for himself, or pay him more to keep it on the 
farm? It would keep the overall storage cost down. 

Mr. Parmsy. You are asking two or three questions. 

First of all, I hope that we do not go in the direction of having a 
reseal payment different from what we pay the commercial ware- 
houses. I think what we buy is the same, and I would be just as con- 
cerned, or maybe even more, about contributing to overexpansion on 
the farm storage. 

IT am sure that we have had some farmers that have built all the 
storage that the best farm advisers say they should have on a farm. 
Any rate that is unrealistically high is going to cause excess expan- 
gion. I would hate to see that happen. I do not think you would 
want to see it happen. 

Mr. Naveuton. There is nothing in the law that requires you to 
pay the farmer the same rate or approximately the same rate that you 
pay the warehouseman; you could pay him a higher rate if you so 
desired ? 

Mr. Patmpy. Yes, sir, I think so. 

Mr. Naveuron. One more question on this. 

We have established pretty well that your preferenti: al policy on 
takeover is, generally speaking, going to keep commercial warehouses 
full within any kind of reasonable shipping distance, and CCC bins 
empty, unless there is corn enough to fill them both. 

Now in loading grain out, let us say you need corn for some kind of 
program use, and you have to ship from a given location. You have 
corn in CCC bins, you have corn in a wi arehouse. The warehouseman 
does not want it loaded out, the county committee or the State com- 
mittee has not asked that the bins be loaded out. Now, what would 
your policy call for you to do? 

Which corn do you load out ? 

Mr. Patmey. Our policy presently is to load out the warehouse. 

Mr. Navenron. When did that become the policy ? 

Mr. Patmey. I think we can again put in the record here, if you so 

wish, our policy on this, which is quite clear. 

But again I have to hasten to add that every case is almost a case 
unto itself, as conceived by the Commodity office director, and to lay 
down flat rules and to say that there have not been exceptions would 
be a lie, because there have been many phases and many shades of this 
type of movement. 

I know that there have been times when the warehouseman did not 
want to move, when it was the considered judgment of the Commodity 
office director after conversations with the State office that we move 
out of binsites, and I am sure it is happening today. 

We talked about this in the last session we had with our Commodity 
office directors. I can detect a bit of difference between the Com- 
modity offices; this is to be expected. I will put it this way: I am sure 
as far as the Minneapolis area is concerned, that the rule which I just 
gave you is followed religiously. I am also sure that in the Chicago 
area that corn has been moved out of binsites at times when the ware- 
houseman did not, wish to move out of the same location, and frankly 
T do not think it is too alarming, and the reason I say it is not too 
alarming is because of the size and age of the corn stocks in CCC bins 
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in the Chicago area. I have worked enough with county committees 
to know they heave a big sigh of relief when there is a loading order 
jssued to them to move corn out of a binsite. 

And so what I am saying is, our policy is to move it out of the 
warehouse, but I know there are many exceptions to this rule. I can- 
not conceive of there not being exceptions, and I think this is good 
inventory management when there are exceptions. 

Mr. Naueuton. Would you say that the compliance or the excep- 
tions to the rule are in the majority ? 

Mr. Patmpy. No, sir, I would not say so. 

Mr. NaucuTron. You do not know which ? 

Mr. Patmepy. I will answer your question this way: Exceptions to- 
day are in the minority. 

Mr. Naveuron. How long has this been in effect? Would it have 
been the same in the past ? 

Mr. Patmpy. No; I do not think so. Because again we have had 
this continual increase and buildup in inventory, and inherent in this 
also, by our operations, is an encouragement for further commercial 
expansion, as I outlined yesterday. 

There have been many times in the past, particularly in the Minne- 
apolis area, because some of those grains up there are less certain in 
their production and our inventories fluctuate more when a ware- 
houseman took delivery from the farm at takeover time, and his house 
was full, remained full through the normal delivery season from pro- 
ducers but not long afterwards we ordered the grain out of his house. 
Consequently he sat there for a period of at least 6 months with an 
empty house. 

This kind of operation is certainly not conducive to commercial ex- 
pansion. 

Mr. Navucuron. Of course it costs you more, since you have to pay 
the private warehouseman under a handling contract to load corn into 
bins, you have to pay him again to loan corn out of bins, and then 
you have to pay him in shipping to load the grain through his elevator 
into railroad cars, or whatever shipments you are making. 

Mr, Patmpy. Yes. 

Mr. Naucuton. This means you pay an extra 514 or 61% cents for 
loading in and out of bins? 

Mr. Patmpy. I think we used in our statement 7. These are State- 
negotiated contracts, and they vary. 

Mr. Unveruitt. I would like to make a statement at this point, Mr. 
Naughton, right in line with that. 

You have been using the comparison of 5 to 16 cents, several times 
here. 

Mr. Naueuton. I used 514 too. Call it 6 if you want to. 

Mr. Unperui.t. I do not think it is a good mathematical compari- 
son, wholly aside from these matters that Mr. Palmby has touched 
on. 
In the first place, you have a shrinkage and deterioration loss which 
we figured at about a cent and a third per bushel. 

Then too, most of the gain that is loaded into a binsite must be not 
only loaded in and out of that binsite, but in and out of an elevator. 
If it goes in the first place into an elevator, we pay only one in-and- 
out charge. 
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So if we recognize that this is in-and-out cost through the bin, is 
something extra and calculate on the basis of our grain remaining 
3 to 31% years in store in the bin, that shows an annual cost of about 
214 cents applicable to binsite in-and-out costs. Adding the three up, 
we get to a comparison of 9 cents, or 814 cents to 16, rather than this 5 
or 5144 to 16. This change in figures is based on correcting the mathe- 
matics and leaves out policy considerations. 

Mr. Founrarn. Pardon me just a minute; off the record. 

(Further discussion off the record.) 

Mr. Naveuron. Getting back to this 7 cents in-and-out charge, the 
7 cents of course is paid primarily to the commercial warehouseman 
for loading grain in and out of bins, is it not, since most of this is done 
under contract ? 

Mr. Unperuity. Yes; but, it is a cost inherent to the binsite opera- 
tion and should be added into the cost of storing grain in the bin- 
site to arrive at a comparative figure between the binsite cost and 
the elevator cost. 

Mr. Navueuton. Have you figured out how much cheaper you could 
get that done if you did it with your own crews, rather than hiring 
the warehouseman to do it? 

Mr. Unperuiy. There were times when we had such comparisons 
made, but I am sure they are out of date. I have not heard of any 
in the last 10 years, but there may have been some since then. 

Mr. Naucuron. If you have corn stored an average of 314 years, 
as I think you gave the figure, and it costs 7 cents, which means 2 
cents a year, and you add that to the 5 cents a bushel it costs you, plus 
1 cent a bushel for shrinkage, it still comes to only 8 cents, and you 
probably could cut that down if you kept your bins 90 percent full 
instead of 73 percent. 

Getting back to this in-and-out cost, you have to pay it every time 
you aa in and out of the bins, however much it is, that is right; is 
it not 

Whenever you load corn in and out of bins, you have to pay a load- 
ing-in and loading-out charge in addition to an eventual load-in and 
load-out charge to the elevator, unless you happen to sell the corn 
from the bins? 

Mr. Patmpy. Yes,sir. Let us put it this way: We donot pay any 
any so-called in-and-out charge under provisions of the uniform grain 
storage agreement when we fill the bins, it is only when we transfer 
the bin to the elevator that we pay an “in” charge and then there is 
an “out” charge of the house if it is shipped out from there. 

Mr. Navueuron. If you sell it from the bins, then you would incur 
no “out” charges? 

Mr. Patmpy. We do not pay an elevator “out” charge. 

Mr. Navueuron. But, if you ship it to market, or some place else 
for storage, you pay the in-and-out charge. 

Mr. Patmpy. Three and three-quarters plus three-quarters. 

Mr. Naveuron. That is right. 

So you have a double handling charge on movements in and out of 
bins, as compared with movements in and out of commercial elevators! 

Mr. Patmpy. Yes; except it is an emptying and an elevation in and 
elevation out. It is three pieces of work. 
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Mr. Naveunton. Under those circumstances, wouldn’t it be more 
economical once you get corn in bins to keep it there unless there is 
some good reason that you have to move it, because of deterioration, 
or because you have no other corn available to meet a program commit- 
ment ? 

Mr. Patmpy. Of course, this is not too far from our policy right 
now. 

I think, for proof of it, your own statement says on the average corn 
stayed in bins in Iowa 214 years. 

Mr. Navueuron. Three and one-half. 

Mr. Patmpy. Three and one-half years, pardon me, which is quite 
a considerable time. 

Mr, Smirn. Mr. Chairman, could I ask a couple of questions here? 

Mr. Founrarn. Mr. Smith. 

Mr. SmirH. On this matter of comparable figures: 6.2 cents in- 
cludes deterioration and shrinkage; does it not? 

Mr. Unperuiy. Right. 

Mr. SmirxH. And that would be comparable then to the 16.4? 

Mr. UnpERHILL. Except for the fact that when we have grain in 
the binsite we cannot load it directly into a boxcar, we still have to 
load out of the binsite and in through an elevator to get it into a 
boxcar for shipment. That is the extra cost that is inherent to the 
binsite operation that must be added to the binsite annual charge if 
weare to get a true comparison. 

Mr. Suir. You are saying your in-and-out charge, then, is perhaps 
an average of 10 cents on binsites compared to 7 cents on warehouses? 

Mr. Unvernitt. I believe the figures there are a little high, aren’t 
they? What is the in-and-out in the elevator? 

Mr. Patmpy. Three and three-quarters in, three-quarters out. 

Mr. Unperuiiy. Four and one-half there. 

Mr. Smiru. Four and one-half ? 

Mr. Unperuitu. In the elevator. You see, we have the 7 for the 
binsite and the 414 for the elevator. 

Mr. Smrru. So you are saying, then, there is more in-and-out charge 
on binsites than there is on an elevator, that the 414 for 314 years 
would be an average of about 114 cents per bushel and on the other 
it would be 2 cents a bushel. So, if you added 114 cents a bushel to 
your 16.4, you have got about 19 cents for your warehouses, and add 
your 2 cents to your 6.2 and you have got 8 there. So you then have 
8compared to 19, which is a comparable figure. 

Mr. Unveruitt. I do not believe I follow your mathematics. When 
we have grain in a binsite, we have more in-and-out operations to 
perform than we have when it is in the elevator. 

Mr. Smiru. You said 7 cents compared to 4.5. 

Mr. Unveruit. I really think it is maybe closer to 1114 compared 
to 414. When it is in the binsites, it is loaded in and out of the binsite 

as well as the elevator. 

Mr. Smirx. How much do you pay to put it in the binsite? 

Mr. Patmpy. The “in” charge omitting the “out” charge. 

Mr. Smirn. Yes. 

Mr. Patmpy. These contracts differ, from State to State. It is not 
too far off to say they are roughly the same. In other words, 314 in 
and 314 out. Some of them are more for the “in” than the “out.” 
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Mr. Naveuton. Two and three-quarters in Iowa. 

Mr. Patmpy. Two and three-quarters in ? 

Mr. Naveuton. And 23% out. 

Mr. Smirn. You are say ing you do not pay to take it out of a ware- 
house ? 

Mr. Unveruiti. We do, but the same corn has been in the binsite, 
also goes to the elevator, if it is to be shipped out. If it is sold locally 
it may not. 

Mr. Smirn. Then your 414 cent figure is too low in the warehouse, 

Mr. Unperuiti. Four and one-half cents applies to all of the corn 
in the warehouse. 

Mr. Smiru. The total in-and-out charge applied to the warehouse 
is 414 cents? 

Mr. Unveruitt. That is right. If it comes from a binsite, we have 
that additional cost. 

Mr. Smirn. I am talking about corn stored in the warehouse. 

Mr. Unperniti. We pay 414 if it is stored in the warehouse, 

Mr. Paumpy. Yes. If you have any more questions on these 
charges, Mr. McMahon is here and can answer them. 

Mr. Smrru. We are not getting comparable figures here I am sure 
by comparing 8 to 16. Those are not comparable figures at all. 

Mr. Paumpy. I think it is a misunderstanding of the questions if 
we are not getting the comparable figures. 

Mr. McMahon is Chief of the Grain Storage Branch. 

Mr. Founrarn. Pull up a chair, Mr. McMahon. These meetings 
are as informal as possible. 

Mr. Patmpy. I think if there are some questions here where it is 
a little 

Mr. Smiru. I will try to make it as brief as possible. How much 
do you pay to put it in a warehouse for storage ? 

Mr. Founrarn. Identify yourself, Mr. McMahon. 





STATEMENT OF STANLEY McMAHON, CHIEF, COMMERCIAL STOR- 
AGE BRANCH, COMMODITY STABILIZATION SERVICE 


Mr. McManon. I am Stanley McMahon, Chief, Commercial 
Storage Branch. I think this question can be cleared up this way. 

We escape this bin in-and-out charge completely if we go directly 
from the farm to a warehouse. I think that is the point Mr. Under- 
hill was trying to make. 

Mr. Smirn. That is immaterial though to this cost of storing grain 
for 314 years in the warehouse. That is a completely different 
situation. 

How much do you pay when you take grain from the farms and 
store it in a warehouse where it is going to be for 314 years on an 
average, 334, cents? 

Mr. Mc Manon. Three and three-quarter cents receiving charge. 

Mr. Smiru. Instead of going to a warehouse, you went to a insite. 
How much did you pay there? 

Mr. McManon. Those contracts differ. As Mr. Naughton pointed 
out in lowa it would be 2% cents. 

Mr. Smirn. Two and three-quarters when it went into the bin? 

Mr. McManon. And 234 when it came out. 
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Mr. Smrru. When it came out of the bin you paid 2%, to get it 
onto the car? 

Mr. McMauon. No. To a warehouse. 

Mr. Founrain. Are you talking about Iowa now, or are you talk- 
ing about generally? 

Mr. Smiru. I want it generally. 

Mr. Unveruitu. As an average it would be 314 cents instead of 234. 

Mr. Smiru. You paid 234 to take it out of the bin to take it to the 
warehouse and now you are paying 4.5 to take it through the ware- 
house. 7 

Mr. McManon. To handle it through the warehouse, that is right. 

Mr. Smiru. In addition to the 234 you get paid to take out of the 
bin to bring it to the warehouse ? 

Mr. McManon. That is right. 

Mr. Fountain. What constitutes the handling through the ware- 
house process 4 

Mr. McManon. Well, receiving it, loading it out. 

Mr, Naucuron. Just elevating it and putting it in the cars? 

Mr. McManon. Yes. 

Mr. Patmpy. Mr. Chairman, I might say at this point that we have 
made an elaborate study of handling costs. Our figures are prema- 
ture, but it looks like the actual cost of the handling of grain by a 
large part of the houses is in excess of what we have been paying. 

This is not a cheap process. The minute that we hit the scales, in 
a warehouse, we are dealing with some pretty expensive equipment, 
and we are buying some services here that costs some money, not only 
costs us money, but it costs the commercial operator money. 

Mr. Smiru. This corn we will say has been in the warehouse for 
314 years. Then what do you pay the warehouse man to put on a car? 

Mr. McManon. We pay him three-quarters of a cent load-out 
charge. 

Mr. Smirn. Three-fourths of a cent ? 

Mr. McManon. Pay him 33, receiving and 34 of a cent to load it 
out. 

Mr. Smiru. So, if it came out of a bin you have got to pay him 414 
cents; but if it came out of his warehouse, you pay him a half or 
three-quarters ? 

Mr. McManon. No; I think you have to divorce entirely these 
charges for filling a bin and loading out a bin from the warehouse 
handling charges. They are two separate functions. 

Mr. SmirH. Are you saying that the total in-and-out charge for a 
warehouseman is 414 cents when the storage is in the warehouse ? 

Mr. McManon. That is right. 

Mr. Suir. The total the other way then is 10 cents. 

Mr. McManon. Roughly that. 

Mr. Navcuton. It would be plus 414. 

Mr. Unperniii. On the average, yes. 

Mr. Smirn. You have 234 to go into the bin and 234 coming out, 
plus 414 cents through the warehouse, or 10 cents. So you divide 
that by 3.5 years, and get around 8 cents per bushel average handling 
charges on grain that is in a bin. 

Mr. McManon. That is correct. 
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Mr. Smirn. And on the other it would have been a total of 1% 
cents per bushel ? 

Mr. McManon. Four anda half. 

Mr. Smirn. I meant divided by 34% years. 

Mr. McMauon. I see. 

Mr. Smiru. You have 1.5 cents to add to your 16.4 for warehouse 
storage by the time you add handling, and that makes a total of 
18 cents. 

What you are saying then is, in addition to this 6 cents for binsite 
storage, you should add 3 cents total handling charges per year, 
that would make 9 cents, 

Mr. Unveruiti. That compares with the 8.9 I figured out just 
a minute ago. 

Mr. Naueuron. Of course, the cost is lower in States where you 
have large inventories such as Iowa. 

Mr. Unveruiiy. That is right. 

Mr. SmirH. Does that match with the figures we have in Iowa on 
the in-and-out charges. 

Mr. Naveuron. In Iowa, it is 514 cents in-and-out charges on the 
bins. When you ship corn in and out of the bins, you, in effect, incur 
a double handling charge. If you leave the corn in bins for any 
substantial length of time, as a matter of fact in 1 year’s time, you 
more than make up the excess handling costs, because the bin storage 
is so much cheaper than the amount being paid the commercial ware- 
house. 

However, if you have a rapid turnover in bin space—in other words, 
if you load in and load out in preference to making your movements 
through the warehouse and keeping the bins full, then every time 
you load a bushel of corn out of a bin, to keep a warehouse full, and 
then replace that bushel of corn in the warehouse, it costs you an 
extra 7 cents. 

Mr. Patsy. It might be interesting to you how we forecast the 
storage situation, particularly on corn. There has been a very interest- 
ing change. Five years ago, we had very little corn stored com- 
mercially. It was generally considered hazardous and there was a 
lack of space in the Corn Belt, whereas today, nearly 50 percent of our 
stocks are stored commercially. Coupled with this, as our figures indi- 
cated, we are spending less and less money on transportation which 
simply means that we are moving less and less stocks. So, what I am 
saying is, whether the corn is in a binsite, or in a country house, as we 
look ahead under the present policies, it is going to be there a long 
time, because we do not have many outlets. 

Mr. Navenrton. Is it now clearly the policy of the Department of 
Agriculture, in making movements from areas where there are both 
binsites and commercial warehouses, other things being equal, to 
make the movement from the warehouse rather than from the bin in 
order to save the extra handling cost. 

Mr. Patsy. Yes, sir. 

Mr. Naucuton. When did that policy go into effect ? 

Mr. Paumpy. This policy has been in effect ever since I have been 
here, with many exceptions in local areas. 
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Mr. Naventon. You think you will perhaps have fewer exceptions 
in the future than you have had in the past? 

Mr. Patmpy. Yes; because there will be less movement. 

Mr. Naucuton. Now, under this policy of filling private ware- 
houses in preference to Government bins, if a warehouseman came in 
and decided to build a new warehouse, where there was no need in 
the community for it, but where there was a substantial CCC binsite, 
the warehouse would soon be full of corn which otherwise could be 
stored in a bin, would it not ? 

Mr. Patmpy. May I trace through how this would operate? 

Mr. Naventon. Yes. 

Mr. Patsy. Here is a new businessman, establishing a new ware- 
house in a village. There is another warehouse there and a binsite. 

Mr. Naueuton. Yes. 

Mr. Patmsy. Producers at that point would be given the oppor- 
tunity to choose where—assuming both warehouses have space they 
have offered to us—he would choose to deliver his grain. After the 
houses are full we would fill the binsite. This is the policy that we 
have in effect. This policy has always been in effect to the best of my 
knowledge. 

Mr. Naveuton. But supposing there was one warehouse which, 
with the binsite, provides perfectly adequate capacity for the com- 
munity’s and the Government’s needs and filling the new warehouse 
which is not needed in the community simply means you would be 
leaving the bins empty. 

Under your policy you would still fill the new warehouse, would 
you not ? 

Mr. Patmpy. We did not decide there was enough space, private 
capital decided there was a business opportunity there. 

r. Naventon. So that you utilize no discretion in this policy of 
reference for the private trade to ascertain whether or not the facility 
is needed in the community, or whether it is surplus to the needs of 
the community, and may eventually be in cutthroat competition with 
the existing warehouseman ? 

Mr. Patmsy. We are not capable of doing that. 

Mr. Naventon. You never tried, did you! 

Mr. Patsy. No, sir. 

Mr. Naueuton. So that the instructions issued by Washington to 
operating personnel in the field, do not give them any discretion to 
decide these questions of whether there is a real need for storage 
space, they simply are ordered to give priority to private warehouses, 
period. 
Mr. Patsy. That is right. That has been our policy, it always 
has been the policy on takeover. 

Mr. Naueuron. Mr. Chairman, I think at this point we might put 
into the record the question you asked the Comptroller General. 

Mr. Founrarn. All right, go ahead. 
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Mr. Naucuton. This is a question presented to the Comptroller 
General by the chairman: 


Does the CCC Charter Act, or other applicable legislation make it mandatory 
the Department of Agriculture utilize private warehouses in preference to exist. 
ing Government-owned facilities in the same area, or is it legally permissible 
for the Department to use existing Government facilities in the interest of the 
effective and efficient conduct of its business. 


I am now quoting the Comptroller General’s answer: 


Section 5 of the Commodity Credit Corporation Charter Act, 15 U.S.C., 714-6 
provides in part: In the Corporation’s purchasing and selling operations with 
respect to agricultural commodities except sales to other Government agencies 
and in the warehousing, transporting, processing, or handling of agricultural 
commodities, the Corporation shall, to the maximum extent practicable, con- 
sistent with the fulfillment of the Corporation’s purposes and the effective and 
efficient conduct of its business utilize the usual and customary channels, 
facilities, and arrangements of trade and commerce. 

Since the Corporation under the foregoing provision of law is required to 
utilize the usual and customary channels, facilities and arrangements of trade 
and commerce, only to the maximum extent practicable, consistent with the 
fulfillment of the Corporation’s purposes and the effective and efficient conduct 
of its business, it is clear that such provision of law does not make it mandatory 
that the Department of Agriculture utilize private warehouses in preference 
to existing Government-owned facilities in the same area in all cases. We are 
not aware of any other legislation to the contrary. When the use of private 
storage facilities would not be consistent with the fulfillment of the Corporation’s 
purposes and the effective and efficient conduct of the Corporation’s business, it 
is authorized to use existing Government facilities. In fact, section 4-H of the 
Commodity Credit Corporation Charter Act as amended specifically authorizes 
the Corporation to acquire real property or any interest therein for the purpose 
of providing storage adequate to carry out effectively and efficiently any of the 
Corporation’s programs. 


Mr. Chairman, I think that simply confirms some of the testimony 
we have had this morning. } 

Mr. Fountarn. Mr. Langen. 

Mr. Laneen. Mr. Chairman—— 

Mr. Founrarn. Mr. Langen has some questions. He will not be 
able to be with us the full hour. 

Mr. Lancen. I have to leave in a few minutes so I would like to 
ask these questions. 

If I can get back to the matter of storage and handling, I noticed 
quite some discussion relative to the handling charges. May I ask 
this: Are the handling charges charged by an elevator in handling 
the grain for Commodity Credit that may have been moved out of 
the binsite, or out of Government bins, comparable to the handling 
charges that would be charged me as an individual by that same 
elevator were I selling the grain to the elevator. 

By that I refer to the price differential that may exist. between 
Minneapolis as compared to the price in Canada, and in that pee 
differential, are you treating with respect to handling charges‘ 

Is there a comparison between those charges 4 

Mr. Patmpy. Yes, Congressman Langen. There is one comment 
I want to make, but Mr. McMahon, you make the comment. 

Mr. McManon. The handling charges under the tariffs are not 
always the same as ours, as Mr, Palmby pointed out in his testimony 
yesterday there are a few States where charges are less than they 
are under the agreement. There are some where they are more. There 
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are a great number where they are the same. So it would depend on 
which State you were discussing. It could be either more or less. 

Mr. Lancen. It could be either more or less? 

Mr. McManon. Yes. 

Mr. Lancen. Was the fact that some States were higher and some 
were lower factors in determining the rate that has been established— 
that is nationwide I understand—did you hit somewhat of a happy 
medium there ¢ 

Mr. Patsy. Congressman, this is the comment I wanted to make. 
The handling rates paid presently under the agreement have been in 
effect since 1949. There has been no change in these. 

All I am saying is that this is a handling charge that has been in 
effect now under the agreement for 10 years with no change, 

Mr. Lancen. Now, then, in connection with that and I realize that 
there are a good many services, and it takes a volume of equipment 
to complete the handling of this grain, when it is to be stored in 
Commodity Credit bins, when it is to be stored on farms, and so on. 

I am wondering if I am correct, in a good many instances, do the 
country warehousemen supply a number of services in this field? I 
am thinking for instance of inspection of bins on farms and the matter 
of rating, such as test weight, and moisture, and all of that. 

Do they participate in that kind of a service, too ? 

Mr. Patmey. They do it both directly and indirectly, Congressman. 

As you so well know, the country elevator is, if I may put it this 
way, the meeting place, particularly at loan-making time. I cannot 
even estimate the number of times that the local warehouseman ad- 
vises his producer customer and helps him determine whether his 
commodity is eligible for price support. He will give him a grade. 
This is all one of the services that he performs to the community, 
which I think so oftentimes is overlooked in any discussion that we 
have when we say the commercial storage industry does this and this. 
This is one of these services that the community has expected and 
gets from the commercial storage industry, and we have been very 
conscious of it here, particularly in using the warehousemen directly 
and indirectly in our price-support operations. 

There are numberless ways in which we rely on that warehouse 
manager or Owner in a community in helping us administer our price- 
support program. 

Mr. Lancen. Most of those services are in addition to the weighing 
and that type of thing necessary when you are filling binsites ? 

Mr. Patmpsy. Yes, sir. 

Mr. Lancen. Now, if I may go back a little further, and get back 
to another phase we were discussing a moment ago, and I suppose 
being new here, obviously, I probably need a little more briefing than 
the more senior members. 

There is still some puzzle in my mind as to what is the intent of 
the law, or what may have been the intent of Congress, or whatever 
interpretations we place on that. 

It seems that the policies adopted have been done in accordance 
with the interpretation of the law, on which there seems to be some 
controversy as to whether it was the intent of Congress or not. 
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However, if I recall from your report correctly the present rates 
established, which are now in existence, were established in 1956, 

Mr. Patmpy. Right. 

Mr. Lancen. At that time those rates were established because of 
the increased costs, and the need of incentive to provide storage for 
problems of meeting the surplus storage problem in the future. 

Mr. Patmsy. If I could interrupt just 1 second. 

The 1956 rates actually reflect a lower cost to CCC than the 1954 
contract. 

The 1956 contract was the first contract where we had the per 
diem rate approach, thanks to Mr. McMahon, and some other people, 
By the per diem approach, I mean from the 1956 contract, on, we 
have paid for having our grain stored on a per-day basis, whereas 
prior to this it was on an annual basis, together with an anniversary 
charge. ; 

So, what I am saying is, the 1956 contract resulted in a saving to 
Commodity Credit Corporation, because the minute that our stocks 
remain in a house 366 days, the actual cost to CCC was less than it 
was under the 1954 contract. 

I wanted to get this clear. This was a modification of the contract 
over on to the per diem basis. I am sorry, I interrupted you. 

Mr. Lancen. That is perfectly all right. 

To what degree have those rates and the expenditures necessarily 
that follow, been reviewed by Congress since that time? ; 

Isn’t it true you have got to come before the Appropriations Com- 
mittee to get allocation of funds with which to meet the expenditures 
incurred, and have they been reviewed in those instances? 

Mr. Patmpy. Yes, they have been reviewed each year. 

Our binsite occupancy has been reviewed with the Appropriations 
Committee each year. Our policy as regards using Government space 
as compared to commercial space has been reviewed each year. 

Further than this, the contract itself was discussed at the last hear- 
ings before the Apropriations Committee, and they were informed at 
that time that we were putting the wheels in motion to make a study, 
because we realized them, a year ago, there was some incentive in this 
contract that was causing rapid expansion of commercial facilities, 

Mr. Lancen. Well, the Appropriations Committee, in making these 
appropriations, has than been fully aware of the rates? 

Mr. Patmpy. Yes, sir. 

Mr. Lancen. Fully aware of the anticipated expenditures, fully 
aware of the policy that was intended to be used in connection with 
storing these sulin products, is that true? 

Mr. Patmpy. That is right. 

The fact is, our present stocks are somewhat less than what we had 
estimated at the last budget hearings, and the biggest single reason 
for this is that the disappearance of corn last year was greater 
than could be anticipated a year ago. 

Mr. Lancen. It would seem, then, from an appropriations stand- 
point that Congress has not registered any large objection to the par- 
ticipation of the commercial warehouse storage, to the degree we have 
experienced over these years, is that also correct? 

Mr. Patapy. I think that is a fair statement. I think the record 
speaks for itself. 
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The Appropriations Committee did spend quite sometime a year 
ago exploring with us the contract, binsite usage, and so on, and I 
think 1 can summarize it by saying we had a knowledgeable session 
with them. 

The Agriculture Committee went into this matter also. Appropria- 
tions Committee hearings are quite often in closed session. But we 
had very elaborate explanation of the agreement and our handling 
of commodities under the agreements, before both committees. 

Mr. Lancen. Now, then, the storage rates that we have been talking 
about here so much during hearings, how do they compare with the 
rates charged to me as an individual, if I had grain in the warehouse, 
and they issued me a certificate and I held it for a while thinking I 
might sell it at a later date and so on. 

I eee orses then, too. 

Mr. Patsy. Yes. 

Mr. Lancen. How do those rates compare with the rates estab- 
lished 

Mr. Patmpy. In the State of Minnesota, the rates which you would 
pay on the average of all grains is about 2.5 less on an annual basis 
than we pay under the uniform grain storage agreement. 

As I outlined here earlier for several of the grain States, the rates 
are somewhat more and for several of them they are less. 

I am sure on a weighted average that the rates we paid under the 
uniform grain storage agreement are no more and are probably a little 
less than the State averages on a weighted average as regards grains 
produced. 

Mr. Lancen. How are the rates determined that would be charged 
in the normal channels of trade that I was just referring to if I were 
selling grain. How are those determined ? 

Mr. Patmpy. These are under the published tariffs, State controlled 
in most cases. 

Mr. McMauon. That is right, they are set by a State regulatory 
body for the most part. 

There are some States where they are not regulated and the ware- 
houseman establishes his own tariff. But in most of the heavy grain 
producing States, they are established or reviewed by a regulatory 
authority in the State government. 

Mr. Lanaen. There have been rates established in the major grain 
producing areas ? 

Mr. McManon. Yes. 

Mr. Lancen. They have been established by a State agency. 

Mr. Patmey. In Minnesota, I am sure of this, they are established 
by the legislature itself. I am reasonably sure that the same thing 
istrue in both of the Dakotas. I am saying this because it is the area 
with which I am most familiar. 

So, there are variations. In some States it is a regulatory body that 
makes the rates, but quite often in the legislative body itself. This 
latter is true in the States that I mentioned. 

Mr. Lancen. Those legislative bodies have determined that is a fair 
and reasonable rate to charge, is that correct? 

Mr. Patmey. That is right. 

Mr. Lancen. One further item that I was wondering about and that 
was the matter of choice of delivery. 
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How long has the choice of delivery, that is, has the farmer had the 
opportunity of delivering to a warehouse of his choice? 

Mr. Paumpy. He has had this opportunity to my personal know}.- 
edge ever since 1953 and probably much longer than that. Now, I 
am sure in every community, and in every county, there have beep 
different shades of choice, because oftentimes there may be only one 
house that is willing to receive, particularly in your area, one of the 
grains that is not as abundant as another. 

What I am saying is, we quite often in a county have trouble find- 
ing one house that will take delivery of flax and the same can even be 
true of oats, barley, or rye. 

But, if there are any choices to be given, then the producer gets an 
opportunity to choose. This is particularly true in the corn area, 

Mr. Lancen. The reason I ask is, because 1f my Memory serves me 
correctly, those same provisions existed as far back as in the 1938 and 
1939’s, working with it at that time I seem to recall that the matter 
of the choice got to be a pretty significant one in many instances. We 
had quite some difficulty then, a time or two, in finding room, in find- 
ing a place, or a point of delivery, and that the matter of choice was 
quite important to the farmer, himself. 

As a matter of fact, I believe we had instances which, by the farm- 
er’s choice, because he had developed some kind of a dislike for a par- 
ticular elevator, that he hauled it through one town and onto the next 
one down the line because he felt, or, he may have felt he got better 
weight, or he was treated better, or they gave him coffee or something, 
but it did play a real important part. I recall having operators come 
to us and say, do I have to deliver at this particular elevator? And 
that was the practice back then, as well as now, it has not been changed, 
has it ? 

Mr. Patmepy. It has not been changed, and we have always, in 
talking with our State committees, who in turn deal with the county 
committeemen, have guarded this right very jealously, because we 
know how strong producers feel. 

Mr. Laneen. Thank you, that is all. 

Mr. Fountatn. Mr. Palmby, Mr. Langen asked you questions con- 
cerning your appearances before the Appropriations and Agricul- 
ture Committees in connection with these programs. 

You would not go so far as to say that serious questions or criti- 
cisms were not raised by members of those respective committees con- 
cerning the policy and the rates being paid for private storage, would 

ou? 

Mr. Patsy. No, sir. I said a year ago we had quite detailed ses- 
sions with them, and I stated further that this was the time shortly 
after January 1, 1959, when we decided we needed an elaborate study 
of grain storage costs. 

Mr. Fountarn. And, of course, under your program, you operate 
with your own funds as a corporation, and your appearance before 
the Appropriations Committee is for the purpose of getting reim- 
bursement. 

Mr. Patmesy. That is right. 

Mr. Founratn. For expenditures which have been made. : 

So, as long as this policy is carried out, notwithstanding any criti- 
cisms they may have, they really have no alternative other than to 
provide the appropriation for reimbursable purposes, do they ? 
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Mr. Patmpy. They did use an alternative last year 

Mr. FounTaAtn. To keep from breaking faith w ith the people with 
whom you dealt. 

Mr. Patmpy. Where the committee felt we had not been as com- 
petitive as we should have been in selling cotton. They did withhold 
$100 million from us. I think this was somewhat of a precedent. 

Mr. Fountain. That is the first time they have ever done that? 

Mr. Patmpy. To my knowledge it is. 

Mr. Unverutit. In spite of the yay the appropriation works for 
the Commodity Credit Corporation, I might say the committee goes 
into both our past and future operations, as thoroughly if it were 
a dollar appropriation rather than a reimbursement. We get a very 
thorough hearing from the Appropriation Committee. 

Mr. Founrarn. I am sure of that. I remember most of them. 

I know most of the members personally, and I know they do an ex- 
cellent job. 

I just want to point out some times we are confronted with situa- 
tions here where even though we may disagree with policy, we, as 
Members of Congress have no alternative other than to appropriate 
funds. Until the policy is changed, or until some legislation is writ- 
ten, in an effort to change a policy which has been in effect. 

Do you have some questions ¢ 

Mr. Naverron. One on one point. I want to make it clear I was 
not implying that the farmer should be deprived of his freedom of 
choice within the normal trade area as to which elevator he is going to 
patronize. 

I was talking about whether or not he ships to an elevator far beyond 
any he would normally deal with, and thus increases the cost because 
Government bins in the local community are left empty. 

Have you ever had any substantial number of complaints by farm- 
ers who were instructed to deliver to bin sites because there was not 
room in warehouses in the immediate area that they were unfairly 
treated, or did not receive fair weight, or were they generally satis- 
fied ¢ 

Mr. Patmsy. This is a difficult one to answer. 

I am sure each State committee and many county committees are 
faced with various types of complaints when they take deliveries. 
Mr. Nauveuton. Private warehouses even have those too do they 
not ? 

Mr. Patmpy. Sure, everybody does. I think this is perfectly nor- 
mal in marketing. 

Mr, Naveuton. Would you say on the whole that the county com- 
mittees are treating producers just as fairly as commercial warehouse- 
men ? 

Mr, Parmpy. Oh, certainly, I think so. I have a high regard for 
our elected county committee. 

Mr. Naveuron. So there would be no disadvantage to the pro- 
ducer who is forfeiting a commodity under loan if he were instructed 
to deliver that to a local bin? 

Mr. Patmpy. No, sir. I certainly think not. 

The thing that does inconvenience him the most in a rush takeover 
season, that facilities for handling a rapid movement are not available. 
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Sometimes in a rush season, we have had trucks lined up for many 
hours, trying to get them unloaded. 

Mr. Founrarn. One other comment with respect to CCC. 

It does have a borrowing authority ? 

Mr. Patmpy. Yes, sir. 

Mr. Fountain. On its own, without any further authorization from 
Congress. 

What is the maximum amount the CCC can borrow ¢ 

Mr. Patsy. 14% billions. 

Mr. Pickarp. That is correct. 

Mr. Patmsy When we talk about billions and millions—I guess J 
will save this comment. 

Mr. Fountarn. Anyway that is quite a bit of authority. 

Mr. Patmpsy. It is an awful lot of authority, Mr. Congressman. 

Mr. Founratn. I guess as long as we have aes kind of operations, 
you are going to have to have substantial authority. 

Mr. Palmby, before approving uniform grain storage agreements, 
CCC inspects the facilities which are proposed to be used for storage, 
does it not ? 

Mr. Patmpy. Yes, sir. 

Mr. Fountatrn. Is it your policy not to approve any facility unless 
it appears to be adequate to properly maintain grain and has proper 

ulpment for loading grain in and out within a reasonable period 
of time ? 

Mr. Patmpy. Yes, sir. 

Mr. Fountatn. Why does CCC require that loading facilities be 
adequate to receive and load out grain promptly ¢ 

Mr. McMaunon. Well, the primary purpose is in the event the grain 
started to deteriorate, it can be moved out rapidly, and also in the 
event that CCC wanted to move the grain to meet a sales commitment. 

Mr. Fountarn. What is the normal amount of time within which 
you want a storage facility to be able to completely load out all COC 
grain in storage, in the event it should become necessary ? 

Mr. McMauon. We do not have any fixed time. That determina- 
tion is left to the commodity offices. In other words our general regu- 
lations do not prescribe a fixed time. 

Mr. Naventon. May I ask a question there ? 

In the Kansas City area that is generally 30 days, is it not? 

Mr. McManon. I am not sure, it could be. 

Mr. Navuenton. Well, would you say that 30 days would be about 
the length of time you would want, or would you allow a year? 

Mr. McManon. Well 

Mr. Naueuron. How long does it take grain to deteriorate when 
it starts? 

Mr. McManon. I cannot give a definite answer on whether it should 
be 30 days or 60 days, or whether there should be a fixed time. It 
would depend on the circumstances. 

Mr. Unvernui. You recall in the hearing of the Burrus case, he 
was not equipped to load out in any short time, such as 30 or 60 days. 
There certainly have been exceptions to 30- or 60-day rules. 

Mr. Navcuton. He was not equipped to load out in accordance with 
what his application said he could do. I certainly realize that. 
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Normally, though, would the bulk of the elevators be able to load 
out in 30 days? 

Mr. McManon. I would think the bulk of them probably could. 

Mr. Naucuton. Would that be regarded pretty much the desirable 
time you would have him load out, or do you think it is perfectly 
OK if a fellow can load out in 6 months or of 

Mr. McMaunon. It is hard to give an answer on that. It would 
vary by sections of the country. 

It depends on the volume of grain that he is handling for CCC, 
the volume of grain he was handling for others. 

I cannot give a fixed number of days. 

Mr. Naucuron. Well, if you had a large facility which took 6 
months to load out, and it was full of CCC grain, and it started de- 
teriorating, you might wind up with quite a loss before you could 
get that out ? ; 

Mr. McManon. We would hold the warehouseman responsible. 

Mr. Naveuton. Anyhow, you do not want that to happen, do you? 

Mr. McManon. We certainly do not. 

Mr. Naucuton. What is the normal] load-out time in CCC bins? 
Of course you can load them out one bin at a time if it is necessary ? 

Mr. Patmpy. Mr. Naughton this question cannot be answered be- 
cause there are weeks or months of the year when we cannot get into 
our bin sites with trucks. The bin sites are out on farmland, and we 
have used a lot of crushed rock or gravel in there, but there are 
months when you just physically cannot operate out there. Then 
again, ey vary in size, all the way from a few bins on up to a mil- 
lion bushels on a site, and some few even larger, 

Mr. Naventon. Don’t you have any kind of ground rules for op- 
erating in terms of what you expect your commodity office directors 
to do? 

In other words, maybe 99 percent of the contracts are for 30 days 
load out, but Cousin Joe comes along and he has an old building 
there he thinks maybe he could get loaded out in 6 months. Is it per- 
fectly all right to approve that? 

Mr. Patmpy. You are talking about extremes. We have refrained 
at the Washington level from putting in the contract any minimum 
amount of load-out time that we would require and we have refrained 
from making a policy statement on it. 

We would rather do it through the commodity office director, he is 
— of sound judgment, and the need for load-out capacity varies 

y areas, 

Generally, we have become tough and tougher in this area. We 
have demanded better and better load-out equipment. 

Mr. Naucuton. Would you say the bulk of the contracts that you 
now have, that the warehouseman could load out within 30 days, if 
necessary ¢ 

Mr. Patmpy. I hate to guess at this one. I am sure it will vary all 
the way from a few days on up. 

Mr. Naventon. Do the bulk of them load out in 45 days? 

r. Unverniiy. Again it varies a little bit according to the season 
of the year. If we should demand a rapid load out at a time when 
the farmers are moving their grain, it would be pretty rough on them. 

Mr, Naveuton. Assuming he had all the railroad cars he wants. 
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Mr. Unperumu. Are you going to rephrase your question, then, in 
terms of assuming the best conditions, that is, he is not at a peakload 
on other operations, and boxcars are adequate ? 

Mr. Navcurton. That is right. 

Mr. Founrarn. You make all sorts of assumptions. 

Mr. Patsy. I am sure that if all he has to do is unload his house 
and cars are available, that 30 to 45 days is ample time. 

Mr. Naventon. That takes care of it. 

Mr. Patmpsy. I am sure of this. 

Mr. Founrarn. Let me ask you this question. 

Of what importance is the question of the amount of time it takes 
to load out ? 

Mr. Patmsy. The important thing is that if he has deteriorated 
grain, it is to his advantage and our advantage for him to be able to 
unload rapidly, and we think we are paying for this service, and we 
are demanding it. 

This is one of the things that determines whether a warehouse 
should be approved or not. 

Mr. Founrarn. But you do not have any basic policy in a respective 
area as to load-out time? 

Mr. Patmpy. No. The commodity office director has a rule of 
thumb that he uses himself, but there are so many varying circum- 
stances, coupled with the fact that so often rail cars are uncertain, 
in particular seasons of the year. 

Mr. Fountarn. I can understand that. 

In recent years CCC has made use of substantial numbers of so- 
called nonconventional facilities for storage; that is right, is it not? 

Mr. Patmpy. Yes. 

Mr. Fountatrn. In speaking of nonconventional facilities, let us see 
if we are thinking of the same thing. I am thinking of structures 
which are not normally used for grain storage, but which were built 
for other uses and later converted to storage of grain. 

These facilities include a number of structures which are not usual 
and customary for storage of grain by warehouses; isn’t that right? 
Mr. Patmpy. Yes; I understand what you are talking about. 

Mr. Fountarn. And I think we have already to some extent, covered 
this, but merely for the purpose of citing it in the record. 

Where does CCC obtain its legal authority to utilize private ware- 
houses for grain storage? Will you cite the language in the Charter 
Act and elsewhere? Also, such legislation as authorizes the use of 
private warehouse facilities. 

Mr. Picxarp. Section 4(h) of the Charter Act, Mr. Chairman, con- 
tains considerable language which we read this morning into the 
record. Shall I read that again ? 

Mr. Fountatrn. I do not think it is necessary, just the applicable 
portion. 

Mr. Pickarp (reading) : 

May contract for the use, in accordance with the usual customs of trade and 
commerce, of plants and facilities for the physical handling, storage, processing, 
servicing, and transportation of the agricultural commodities subject to its con- 
trol. The Corporation shall— 


and I omit some words— 


not have power to acquire real property or any interest therein except that it 
may—— 


NN ——————————— 


er 


hawt bt Ge. £4. &..4 Gee’ 2 


wo 
tak 
af 
fac 
tior 


For 
ity 

nec 
trac 


M 


pri 
hou: 


I sh 


and 
wou 
prov 
trad 
Trig 


om F 


he 


ole 


and 
ing, 
“0n- 


it it 


acc 
aes 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1209 


Mr. Naveuton. I think the chairman’s question related to your 
authority to contract with private warehouses for storage, not the 
authority to build your own structure. 

I think that was covered this morning. 

Mr. Fountarn. That was covered. 


Mr. Picxarp. We will stop right there, then, and go to section 5(g) 
of the Charter Act. This section reads: 


In the Corporation’s purchasing and selling operations with respect to 
agricultural commodities * * * and in the warehousing, transporting, processing, 
or handling of agricultural commodities, the Corporation shall, to the maximum 
extent practicable consistent with the fulfillment of the Corporation’s purposes 
and the effective and efficient conduct of its business, utilize the usual and cus- 
tomary channels, facilities, and arrangements of trade and commerce. 

There are also other references in the Charter Act to the use of 
private trade facilities, Mr. Chairman, which supplement this, 

Mr. Fountain. These statutes which you cited, and which we re- 
ferred to a number of times during the course of our hearings, auth- 
orize Commodity Credit Corporation to utilize the “usual and cus- 
tomary” channels, facilities, and arrangements of private trade for 
storage. 

What statute, if any, is there, giving you authority for using 
facilities which are not usual and customary ¢ 

Mr. Pickarp. Does the chairman have reference to CCC bins, Gov- 
ernment-owned bins, for example? 

Mr. Naventon. No. 

Mr. Founrain. No. 

Mr. Pickarp. Those are not usual and customary. 

Mr. Founta1n. Nonconventional, 

Mr. Pickarp. You mean contracting with the commercial people 
for the use of nonconventional storage ? 

Mr. Fountain. Yes. 

Mr. Picxarp. I think, Mr. Chairman, that the same language 
would also have reference to that since, when a commercial operator 
takes space that is built for some other purpose, and converts it to 
a facility for the storage of grain, it becomes a private grain storage 
facility, even though it may not be what one would call a “conven- 
tional” grain storage facility. 

There is also other language in the Charter Act that would apply. 
For example, section 4(g) provides that the Corporation has author- 
ity to “enter into and carry out such contracts or agreements as are 


necessary in the conduct of its business.” That is a very broad con- 
tracting authority. 


Mr. Fountain. Mr. Naughton. 


Mr. Naveuton. Mr. Pickard, is it usual and customary in the 
private warehousing industry to use such facilities as railroad round- 
houses, banks, and coal bunkers, for the storage of grain ? 

Mr. Pickarp. That is not entirely a legal question. I do not believe 
Ishould attempt to answer that one. 

Mr. Naveuton. Well, of course, if it were not considered usual 
and customary in the private trade to use this facility, then CCC 
would have to find authority to use such facilities, not in the specific 
provision authorizing the use of usual and customary channels of 


Tay but in a general provision authorizing it to make contracts, am 
right ? 
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Mr. Pickxarp. Well, I think you are partly right, Mr. Naughton, 
As I mentioned before, in answer to a previous question, when a 
building, a bunker, an oil storage tank, or what have you, is taken 
and converted to grain storage space, then I think it becomes a ware. 
house. It may not be the most desirable type of construction, but 
if it is satisfactorily converted and is operated by a commercial 
storage man, it is, I believe, a part of the private trade facilities, 

And it becomes a part of the usual and customary facilities of 
trade. 

Mr. Navuenton. Leaving aside the question for the moment of what 
are usual and customary channels and facilities, and what are not. 

When you contract for the use of usual and customary facilities for 
storage, you are authorized to do so by a specific provision of the 
law, enacted by Congress; it is very clear that Congress intended for 
you to be able to carry out this specific operation. 

If you contract for storage of grain in facilities which are not 
usual and customary in the private trade, then you would have to 
find your authority to do that in the general powers of the Com- 
modity Credit Corporation, and there would not be evidence of any 
clear intention of Congress that you were specifically directed to do 
this, or authorized to do this, even though you may have general 
power to do it. 

Mr. Picxarp. I think it becomes a question of 

Mr. Naueuton. What is usual and customary ? 

Mr. Picxarp. What is usual and customary, which is partly legal 
and partly administrative. 

Mr. Fountarn. I think that provision would have to be read into 
this section 714(b)(g) because that deals more or less with the 
authority to enter into contracts and then goes ahead and makes 
reference to State and local regulatory Jaws and rules. 

Mr. Patsy. There is this one thing that should be said too, Mr. 
Chairman. 

When we begin to define administratively what is customary, we 
should remember it is customary in this country to store grain under 
conditions varying from in the open, on up to the finest modern 
elevators. I certainly would hate to have the job of defining what 
is a customary unit in which to store grain. 

Mr. Fountarn. Liberty ships would not be considered usual and 
customary, would they ? 

Mr. Patsy. No, sir, they would not. 

Mr. Fountarn. Except from necessity, it has become the practice 
to do it. 

Mr. Patmpy. That is right. 

Mr. Navenron. Of course it is more common to find grain in ships 
than if is in banks, is it not ? 

Mr. Fountarn. I do not imagine it is stored in many banks. 

Mr. Picxarp. There has, of course, been mentioned previously in 
these hearings the Burrus Mills matter. Mr. Burrus is an established 
commercial elevator and grain man, flour miller, and merchandiser. 
He has been in the storage business for many, many years, but a few 
years ago he constructed some emergency facilities to store grain 
tents. One of those tent storage facilities adjoined his regular con- 
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yentional house in Fort Worth and was operated in conjunction with 
the conventional house. rhe 

Now, while the tents were emergency facilities, and had not pre- 
viously nor since been used on such a large scale for the storage of 

in, would you say that the Fort Worth facility, because of being 
supplemented by the tents, was not a usual and customary trade 
facility within the meaning of the—— ' eit 

Mr. Naveuton. Don’t tell me anyone else is storing grain in tents? 

Mr. Pickarp. No. 

Mr. Naveuron. It did not become usual and customary. 

Mr. Pickarp. But that is because the nature of the problem. Here 
js @ commercial grain man who has a conventional elevator at Fort 
Worth. He is willing to sign a uniform grain storage agreement and 
store grain in this facility which is supplemented by tents. 

At the time there was no other place to go to store the grain. 
There was not sufficient commercial space otherwise; we did not have 
the bins. It was either leave it in the open or put it in the tents. 

Mr. Naucuton. I am not questioning your authority to store grain 
in facilities which are not usual and customery in private trade 
channels; I am just suggesting there is not a specific authorization 
from Congress, but a general authorization under your general 
powers. : 

Mr. Pickarp. That is correct. 

Mr. Founrarn. While we are on this subject of private storage, 
what is the responsibility of a private storer, what sort of guarantee 
does he have to make? Does he have to carry insurance and things 
ofthat kind? Would you please elaborate on that ? 

Mr. McManon. Well, he is a guarantor of the grain. He is re- 
quired to carry insurance. He is required to redeliver the quantity 
and the quality of grain called for on the recepits that we hold. 

Mr. Founrarn. What about his financial responsibility ? 

Mr. McManon. His financial responsibility is checked at the time 
he is approved, and then annually we request a new financial state- 
ment from him. 

Mr. Fountatn. Does he have to put up a bond of any kind? 

Mr. McMauon. Yes; he has to put up a bond. 

Mr. Founrarn. What sort of guarantee does the bond contain? 

Mr. McManon. Well, the bond is a performance bond, which re- 
quires him to perform in accordance with the uniform grain storage 
agreement. 

Mr, Fountatn. If he doesn’t, the bonding company is responsible? 

Mr. McManon. That is right. 

Mr. Pickarp. Up tothe amount stated in the bond. 

Mr. Fountarn. Up to the amount stated ? 

Mr. Pickarp. Up to the amount specified in the bond; yes, sir, 
Mr. Chairman. 

Mr. Fountarn. In other words, without the bond, you might not 
want to store with some of the private operators, would you? 

Mr. McManon. Well, requiring a bond takes some of the risk out 
of it for CCC. The bond minimum level is 6 percent. It goes up 
from there depending on the risk. 

r. Fountain. In instructing field personnel concerning prefer- 
ence to private facilities, do you make any distinction between conven- 
tional and nonconventional structures ? 
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Mr. McManon. No; we do not, Mr. Chairman. Actually, I am 
not sure I know any more what conventional facilities are. We used 
to think of them in the terms of an upright structure, with gravity 
load-out, and so on. Some of the things that would have been called 
nonconventional 5 years ago are called conventional today. 

Mr. Founrarn. Of course the Charter Act specifies that you should 
give preference to the usual and customary private facilities when 
such preference is consistent with the efficient conduct of CCC busi- 
ness. 

Is there any statute anywhere which requires you to give any pref- 
erence to facilities which are not usual and customary, assuming that 
you can determine what is usual and customary? 

Mr. Picxarp. I do not believe there is any statute requiring pref- 
erence there, Mr. Chairman. 

Mr. Fountarn. Then, if there is no statute, there is no requirement, 

Mr. Picxarp. That is correct. There is the authority, but there is 
no requirement to give preference. 

Mr. Fountarn. I think we asked that question of the Comptroller 
General also, and Mr. Naughton, I am going to ask you to read the 
answer of the Comptroller General to that question. 

Mr. Naventon. I am quoting the reply of the Comptroller General 
to this question: 

Section 5 of the Commodity Credit Corporation Charter Act requires the utiliza- 
tion of only the usual and customary privately owned storage facilities. Tents, 
railroad roundhouses, and coal bunkers generally would not be “the usual and 
customary” facilities for the storage of grain. Since we know of no other ap- 
plicable legislation to the contrary, the requirement for preferential use of 
private warehouses is limited to the usual and customary channels, facilities 
and arrangements of trade and commerce. 

Mr. Founratn. Some of the nonconventional facilities in which you 
are storing grain under contract with private warehousemen, were 
actually the property of the U.S. Government, is that right? 

Mr. Unperuty. That is right. 

Mr. Founrarn. Did the Department make any effort to obtain these 
Government facilities for its own use in storing Government grain? 

Mr. McManon. No; we did not. 

Mr. Patmsy. I doubt if there was any exception to this but there 
may have been one or two. The reason that we did not is that in each 
case when these units are used, there is risk attached to them and 
we would rather contract with an outside party who is experienced in 
handling the grain and let him take the risk of fitting this unit to the 
storage of grain, rather than to enter the storage business ourselves. 

Mr. Founrarn. Of course you can obtain such facilities free of 
charge, can you not—Government facilities that are available, on 
military installations and elsewhere ? 

Mr. Patmpy. Can you answer that, Mr. Pickard, free of charge? 

Mr. Picxarp. I am not sure; that may be correct, Mr. Chairman. I 
am not familiar with the statutory authorities and the regulations 
under which the GSA disposes of surplus Government buildings. 
But, assuming that we could get them, it might be free of charge, I 
assume, as far as any transfer of funds from the Commodity Credit 
Corporation to the other agency. 

Still, it is a cost to the Government. In other words, if the Gov- 
ernment would sel] or lease those to private interests, it would receive 
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the return from the sale or lease, whereas if the facilities were trans- 
ferred without charge to Commodity Credit Corporation, I think you 
could say that the cost would be the loss of the sales proceeds or 
lease proceeds that the Government could get through a sale or lease 
to private industry. 

Mr. Fountain. There is no question about your authority to make 
direct use of Government facilities without bringing in private ware- 
houses, is there ? 

Mr. Picxarp. Not as to legal authority, no, sir. 

Mr. Fountatn. We also asked the Comptroller General about this 
matter. I am going to ask Mr. Naughton if he will read the reply 
into the record at this point. 

Mr. NaucuTon (reading) : 

Section 11 of the Commodity Credit Corporation Charter Act (15 USCO 
714(i)), specifically authorizes the Corporation with the consent of the agency 
concerned to accept and utilize the facilities of any agency of the Federal Gov- 
ernment, or other agency of any State, the District of Columbia, any territory 
or possession, or any political subdivision thereof, when the use of privately 
owned usual and customary storage facilities would not be consistent with the 
fulfillment of the Corporation’s purposes and the effective and efficient conduct 
of the Corporation’s business, the Corporation would be authorized to make 
direct arrangements for the use of facilities owned by other Federal agencies 
or by State and political subdivisions thereof for the storage of Government- 
owned commodities. 

Mr. Fountarn. Have you ever contacted other Federal agencies with 
a view to getting an inventory of the facilities of those agencies in 
various sections of the country which might be available for the stor- 
age of these commodities ? 

Mr. Unveruity. That was done about 10 years ago, Congressman. 
I do not know of any similar efforts on a national scale since that 
time. 

There may have been some surveys made by the Commodity offices 
on an area basis, in the more recent years. And the survey that was 
made 10 years ago was not made for the purpose of CCC operating 
the facilities, but seeing if the facilities were such that private trade 
could be interested in taking them over and operating them for grain 
storage. 

Mr. Smrrxu. Mr. Chairman, may I ask a question there? 

Mr. Fountatn. Mr. Smith. 

Mr. Smrrn. Your experience, if you remember that case, was ex- 
ceptionally good, was it not, in using a hangar at Ottumwa? I believe 
I was told the cost was less than 2 cents a bushel. 

Mr. Unpverniti. There have been some cases in which experience 
has been very good. There have been some experiences that have 
been very bad. At Camp Crowder in Missouri, two private operators 
stored CCC grain. One of them lost, I believe, more than $200,000. 

Mr. Smrru. But the other case did prove the Government can use 
these at a low cost, and so your survey, while it may have been for the 
primary purpose of turning it over to somebody else, you did use 
some of these facilities? 

Mr. Patmpy. Congressman Smith, I was involved in one of these 
units, at Waseca, Minn., back in the days when I was first State chair- 
man. 

The unit was generally nearly full when I became State chairman. 
It had something like 100,000 bushels of grain in it. I do not have 
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the records at hand, but it was a sorry mess before we got it empty, 

Mr. Smirn. How long ago was this, Mr. Palmby ¢ 

Mr. Patmpy. This was in 1953. I think we finally removed all of 
the corn in 1955, and then because of the agreement that CCC had 
with General Services Administration, we had to put the unit back in 
the condition in which CCC received it. I am sure that at least 95 
percent of the corn we put in the unit, even though we did spend quite 
a bit of money in reshaping the facility and attempting to aerate it, 
was graded sample and some of it had very high damage when it was 
loaded out. So the experience we had on that one was certainly not a 
very happy one. 

Mr. Fountarn. Is this policy of using private enterprise to the 
greatest extent practicable, the reason why no effort has been made to 
determine the extent of Federal facilities already available in addition 
to your bins for the storage of these commodities, assuming in many 
instances they may need some repairs ? 

Mr. Patmpsy. I think the answer to this is “Yes,” Mr. Chairman. 

Mr. Founrarn. This tremendous defense budget which we have, 
and just the little I know about the facilities of the various installa- 
tions, many of which are not in use, it seems to me that it would be 
well for your agency to know of the availability of these facilities, 
even if they are not used, in the event of a type of emergency which 
would necessitate their use. 

Mr. Patmpy. Well, now, Mr. Chairman, we have been saying we 
have made no national survey of these units, and I am sure that this is 
right, but I am also sure that each State committee is aware of the 
units that may be available in their own States, and there have been 
numerous conversations between the State committees and the Wash- 
ington personnel about the desirability of attempting to convert some 
of these units over to grain storage. These conversations have gone 
on many times. So while it is true we have not made a national 
survey, I am sure that what we have accomplished is equivalent of 
that, except it is on a local basis, 

Mr. Fountarn. Mr. Naughton. 

Mr. Naventon. Mr. Underhill, just. to be sure the record is clear, 
the Camp Crowder incident was a situation where a private ware- 
houseman was operating these facilities. 

Mr. Unveruiit. That is correct. Two private warehousemen. 

Mr. Naventon. That was the subject of a congressional investiga- 
tion which was rather critical as I recall ? 

Mr. Prcxarp. Back in 1951 and 1952, the Senate committee and—— 

Mr. Naventon. Also the House Appropriations Committee. 

Mr. Pickarp. And the House Appropriations Committee conducted 
very extensive hearings on this very subject. At that time the Com- 
modity Credit Corporation was using this type of facility much more 
than it is today, because of the great shortage of storage space at that 
time. 

Mr. Navoenron. As a matter of local pride I think the record should 
also show that the Commodity Credit Corporation stored corn at the 
Sioux Citv Air Base 5 miles from where I was farming at the time, 
with excellent results. a 

Mr. Fountary. However, you do store with private individuals 
who may themselves have rented from other Federal agencies, facili- 
ties which they are using for that purpose. 
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Mr. Unverniu. Yes. 

Mr. Patmpy. Yes. 

Mr. Fountatn. In fact, I believe there is one case where the ware- 
houseman was paid nearly $2 million for storing grain in buildings 
he was renting from the Government for $30,000; I am not sure what 

eriod of time. Mr. Naughton, do you have that? 

Mr. Naventon. Yes, I have it. Were you aware of this case? Do 

ou make any attempt to compare the rent which is being paid for 
Federal facilities with the amount you are paying for storage? 

Mr. Patsy. No, we do not. 

Mr. Unverniix. It cannot be done, because going back to the Camp 
Crowder case, we had some headlines at that time along this line: 
That a man had leased buildings from the Government for $25,000 
and turned around and leased them back to another Government 
agency for $250,000. Well that sounds like a big scandal. But when 
you once got in and investigated, you found he had to prop up the 
buildings so they would hold grain. He had to pay the cost of un- 
loading the grain from the railhead and trucking it, some distance 
into the buildings. He had to bear the cost of spillage and spoilage 
and soon. And when it got through, he lost $200,000, even though 
in fact he was paying a relatively small rent in comparison to what 
he took in. The risk was just more than he could stand. That was 
the experience of one of the operators at Camp Crowder. 

The other one did make some profit, but it was not a big profit. 

Mr. Navcuron. I take it then it is of no concern to you at all what 
the warehouseman is paying to the Federal Government in rent, as 
compared to what you are paying him in storage fees? 

Mr. Unpverutm. It does not bear any direct relationship. It de- 
pends on what shape he finds the buildings in, what he has to spend 
on them and so on. When a warehouseman rents from the Govern- 
ment, we would of course like to see him pay a competitive price. 
We would hate to see any Government agency just turn over a facility 
to one warehouseman without sounding out the market and maybe 
getting bids from other warehousemen. Perhaps it is not our direct 
concern, but what we like to see is a price set on the basis of a com- 
petitive lease to whichever grain operator is willing to pay the higher 
figures. 

‘Ver. Navcuton. When you made a contract with people for stor- 
age of grain at an air base and you knew this air base was being 
rented from the Federal Government, have you ever gone to the 
other Federal agency, and said “Look, fellows, here is what we are 
paying this fellow to store wheat for us; how much are you getting 
out of it ?” 

Mr. Unverniti. We never did that at the Washington level. I 
believe there have been considerable exchanges of correspondence and 
views and so on at the field level between offices. 

_ Mr. Naventon. It is your feeling Mr. Smith out in Kansas City 
18 well aware of the differential between the amount paid for storage 
and the amount received for rent in the case we have mentioned ? 

Mr. Unpernitt. As I pointed out just a minute ago, I do not think 
there is any fixed relationship between the two. If the Government 

d a grain elevator that was fully equipped and all ready to go, of 
course it would be a very valuable asset for a man to lease. On the 
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other hand, if the Army has some old buildings that are leaking 
and maybe the wind is blowing through, and these buildings must be 
reinforced before they will hold grain, it may take an expenditure of 
a couple hundred thousand dollars before the warehouseman can com. 
mence drawing storage payments from CCC. 

Mr. Pickarp. May we inquire to what case you are referring, Mr, 
Naughton ? 

Mr. Naveuron. I will get to that in a few minutes. 

Mr. Fountain. I am sure there must have been some other factors 
involved here, because I happen to recall offhand there was one case, 
Iam not familiar with all of the details of it myself. 

Mr. Picxarp. My point is, I do not see how we can respond intelli- 
gently to the questions unless we know what the case was. 

Mr. Navueuton. You never make any attempt on this type of 
transaction as a general policy to try to figure out how much this 
man will make on the contract, or how much it would cost you to do it 
yourself, because your policy is to contract with private enterprise, 
period. Is that not a correct statement of your policy ? 

Mr. Patmpy. Mr. Naughton, it is common knowledge that we store 
os only under one contract, which is the Uniform Grain Storage 

greement. 

If a warehouseman has space that he wishes to put under the con- 
tract and that space meets our requirements and we think that it is 
a safe risk for us and a safe risk for him so that he can carry out his 
obligation, we approve the space. It is that simple. 

Mr. Navucuton. You are not concerned with whether he is using 
Government facilities to store Government grain and thereby making 
himself an extremely handsome profit? You are not concerned at all 
with the size of his profit or what the other Government agency is 
getting in rent, except as perhaps a matter of academic interest? 

Mr. Patmpy. I think you are jumping at conclusions here, unless 
you know something we do not know. 

Mr. Founrarn. You use the same storage rates ? 

Mr. Patmpy. That is right, this is the only contract we have. 

Mr. Naveuron. In other words, you may be concerned as a citizen 
and as a taxpayer, but it is not a matter of policy for the Department 
to be concerned about if the man is providing the storage space in 
hangars and it meets your requirements, you are perfectly prepared 
to pay him the going rate that you would pay for the most modern 
elevator in the country ? 

Mr. Unverutt. I think we have a right to assume that when ware- 
housemen lease space from any other Government agency, they do so 
on a competitive basis, or pay whatever was determined to be the fair 
rental value of the facility. 

If he has not paid such a rental then some other Government agency 
is falling down on its job. 

The grain storage business is competitive, just like most other busi- 
nesses. Certainly, these fellows are looking around to try to find any 
type of space that might be available to use for grain storage. 

Mr. Picxarp. The grain is stored under a uniform contract at unl- 
form rates, and not dependent upon the cost of the particular operator 
involved. . 

We have no renegotiation clause in the contract. It is not a variable 
rate contract. 
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In connection with the negotiation of the new agreement, I think 
the Secretary has announced the possibility of a variable storage rate, 
which is certainly going to be examined. But the present contract does 
not provide for that and never has since it was originated in 1940. 
It has never provided for renegotiation, and never has provided for 
variable rates, except according to areas. 

Mr. Naveuron. Since you have no policy for making investiga- 
tions, you simply assume the other Government agency is being care- 
ful. So there is no real assurance that there isn’t what you might call 
a windfall profit in this type of situation ? 

Mr. Patmpy. We eee have no more assurance, Mr. Naughton, 
than we would if, through some ingenuity, he was able to build a unit 
for half the cost of his competitor. 

Mr. Naveuton. Mr. Chairman, these figures are for grain stora 
by the Lloyd Morrison Grain Co. at Camp hpi Kans., which is 
an Air Force base near Salina. It is sometimes referred to as Smoky 
Hill Air Base. 

In fiscal year 1954—these figures incidentally are information fur- 
nished by the General Accounting Office at our request, from records 
of the Army Corps of Engineers and the Commodity Credit Corpora- 
tion. 

In fiscal year 1954, the Morrison Co. paid $1,025 rent and did not 
receive any income from grain storage. 

In fiscal year 1955, the Morrison Co. paid $5,250 rent, received 
$913,944.74 income from grain storage, all from CCC. 

In 1956, the rent was $4,350, CCC payments, $444,867.25; 1957, 
the rent, $4,305, CCC payments, $446,436.37; 1958, rent, $4,350, CCC 
payments, $401,559.17; 1959, rent, $9,575, CCC payments, $331,337.25. 

Total for these 6 fiscal years: rent, $28,900; CCC payments, 
$1,838,144.78. 

Mr. Fountatn. You have got only the rent. As they have stated, 
there obviously are some other expenses connected with that. On 
its face it sounds ridiculous. 

Mr. Naucuton. Mr. Chairman, I assure you under the surface it 
is also ridiculous. 

Mr. Fountain. Would you be able to tell us what other expenses 
this operator might have had in connection with this, other than the 
rental of the facility ? 

Mr. Unverniti. I do not believe we have the record here. But 
I would assume, if it is like a lot of these air bases, he may have had 
buildings to repair, or strengthen, maybe a railroad to put in or re- 
build. You may have the records, but we do not have them with us. 
Iam sure the people at Kansas City would have a good idea of the 
additional expenses, but we do not have records of that in Washington. 

Mr. Pickarp. We might have to make a complete audit of the 
warehouseman’s books for this whole period to obtain the informa- 
tion. Am I correct in understanding the General Accounting Office 
did Bat do that? They just used the rent figures and the total 
receipts $ 
_ Mr. Naveuton. No; I may say, Mr. Pickard, the General Account- 
ing, at our request, has been over the books of the Lloyd Morrison 
Grain Co. This is what we expect to go into in more detail later on, 
when Mr. Smith is in testifying. 
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It will show that even with the expenses deducted, of which the 
largest single item that I can think of is $50,000 per year for the 
manager as salary, the manager, incidentally, being Mr. Morrison’s 
son-in-law, that there is an extremely healthy profit. The total 
repair cost, as I recall it, for installing equipment and preparing 
these facilities to receive grain was something like $40,000. 

Mr. Patmpsy. Mr. Chairman, on this one, we do not have a file 
here. We would like to have the opportunity to review our own 
files on the case and supply whatever information seems pertinent at 
the time Mr. Smith, director of our Kansas City office testifies. 

Mr. Fountain. Of course, this goes again, it seems to me, back to 
the policy, the inflexibility of the policy, because if you were paying 
the going rate, and you were not concerned about how much the 
individual himself had to invest, or what it was costing him, I can 
easily see how this sort of thing might happen. 

That is why the question of policy is so important. We will go 
into this in more detail. 

Mr. Pickxarp. Mr. Chairman, may we make this request for con- 
sideration of the committee? If it is intended to go into this matter 
in more detail with the director of the commodity office, it is respect- 
fully requested that the results of the audit report be submitted to 
him in advance of his appearance here so he will have an opportunity 
to study that and be better prepared to answer questions at that time. 
He will not be able to respond intelligently to questions if he has not 
had an opportunity to review the audit report. 

Mr. Navenrton. I think we will be concerned with the manner in 
which this was approved and Mr. Smith’s knowledge as to what has 
gone on and what investigation was made. Certainly we would not 
expect him to have knowledge of the Corporation’s books, unless he 
made his own audit. 

Mr. Picxarp. That is right. It would seem that the expense of the 
Commodity Credit Corporation, going in and duplicating what GAC 
has already done, to audit this man’s books, would not be warranted, 
in my opinion. 

Mr. Naveuton. Do you have any assurance, Mr. Palmby, this 
same type of thing is not, to a greater or lesser degree, going on in 
many other instances throughout the country ? 

Mr. Patmsy. We tried to before we came here today to get a run- 
down on the number of so-called other governmental units that have 
been leased by warehousemen. 

We have not had time enough to get these facts together, but we 
know there aren’t many. 

(The Department later advised that Government-owned facilities 
leased and operated by commercial warehousemen under approved 
UGSA contracts are as follows :) 
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Mr. Naveuton. Do you recall, Mr. Palmby, that this subcommittee 
made an ey in 1957 asking the Department to furnish a list of 
nonconventional facilities in which it was storing grain ? 

Mr. Patmpy. No, sir; I do not recall that. I was working at a dif- 
ferent level at that time. 

Mr. Naveuton. Mr. Underhill, do you recall ? 

Mr. Unverui. I have seen such a list. I have forgotten which 
committee requested it, but I assume that must have been the one you 
are referring to. 

Mr. Naveuron. Can you give us any explanation as to why this 
particular nonconventional facility, along with a number of others, 
was not contained in the list that was submitted to the committee? 

Mr. Unverniiy. Certainly no information was withheld purposely. 
Asto why the name of this facility was not included, or whether under 
the definition, it should have been included, I do not know. 

The list that I recall consisted mostly of former oi] tanks. But 
if it was supposed to include other nonconventional storage facilities, 
Ido not know why Smokey Hill Airbase was not on the list. 

Mr. Pickarp. Mr. McMahon may be able to answer. 

Mr. McManon. I cannot answer specifically why this particular 
facility did not appear on the list. We did ask the commodity officers 
to send in the information for your use, 

Mr. Fountarn. You supplied us what they supplied you? 

Mr. McManon. Yes. 

a Navueuton. Was Washington aware of this particular con- 
tract 

Mr. McManon. No; I was not aware of this particular contract. 

Mr. Naucutron. You simply passed on the information Mr. Smith 
submitted, and I guess we onde to ask the question of Mr. Smith. 

Mr. Founra1n. We will not go into any others at this time because 
of time limitation. Were there others omitted from the list? 

Mr. Navcuton. There were a number of others omitted from the 
list, Mr. Chairman. Some very interesting ones, incidentally. 

Mr. McManon. We have trouble with this nonconventional defini- 
tion, specifically what “nonconventional” means, 

This, I assume you would consider nonconventional. That has 
been one of our problems, defining what conventional and nonconven- 
tional facilities are. 

Mr. Pickarp. It may be, for example, that not all of the Commodity 
ofices fully understood the inquiry, or the nature of the inquiry be- 
cause of this very question as to what are conventional and what are 
nonconventional facilities. 

Mr. Naveuton. I think there are a few cases where it may have 
been in doubt. 

Mr. Pickarp. As I recall, Mr. McMahon, you specifically asked for 
oil tanks and that sort of thing, indicating the type of facility we 
understood was regarded as nonconventional. 

Mr. Navcuron. There were a number of hangers contained on the 
1957 list. It just happened this very interesting situation at Smoky 
Hill was not mentioned. 

What would you say is the total amount that has been expended in 
the past few years in storage payments for storage of grain in noncon- 
ventional facilities, using to meet this definition such structures as 

oil tanks, ex-Army buildings, coal bunkers, railroad roundhouses, 
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breweries—in other words, the type of facility that is not built pri- 
marily originally for the storage of grain, but is later converted from 
another usage. 

Does anyone have an estimate? 

Mr. Patmpy. No; we hoped, as I said earlier, we could have had 
some kind of a figure for you today. We certainly have a very real 
problem getting an estimate, but we do not have it today. 

Mr. Naueuton. Would you be surprised if the figure exceeded $50 
million ? 

Mr. Patmpy. I say that was—— 

Mr. Unvernityt. Was that for a year? 

Mr. Naucuton. No;a total over 4 or 5 years. 

Mr. Unveruitt. No; I think that would be about in line. 

Mr. Navewton. Would you think it might be as high as 100 million? 

Mr. Patmsy. We cannot answer that. It depends entirely on the 
definition, and the classification. 

Again I am sure you will find all manner of situations because 
ofttimes there will be a small supplementary unit alongside a conven- 
tional so-called unit. 

So, actually what you are asking is impossible, but we can get a fair 
estimate, defining and keeping it to a definition of what is nonconven- 
tional, and then give you an estimate. 

Mr. Navucuton. We do have some figures from the general account- 
ing office, Mr. Chairman, indicating as I recall it, payments in the 
Dallas office area alone, over a period of several years, are slightly in 
excess of $40 million. : 

Of course, I think there are five commodity offices storing grain. 

Mr. Patmpy. Yes. 

Mr. Naucnton. They are very substantial in other areas, with the 
exception of Minneapolis, which has very few. 

Mr. Picxarp. That would include the grain stored in the tents in 
Fort Worth, in the Dallas area ? 

Mr. Navucurton. I do not believe that does, but I am glad you re- 
minded me of that. 

Mr. Picxarp. That was part of a conventional facility. Whether 
any part of that storage was included, I do not know, but I am raising 
that question. 

The estimated amounts of payments made for storage in “nonconventional” 


facilities operated under the uniform grain storage agreement as later supplied 
by the Department of Agriculture are as follows: 
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Mr. Navcuron. Incidentally, Mr. Pickard, I am sure, if anyone 
knows this figure, you do. 

What is the total amount the Commodity Credit Corporation paid 
the Burrus Mills Corporation, for storing wheat in tents? 

Mr. Pickarp. I do not have that figure at my fingertips. It was 
several million dollars. 

Mr. Navcuton. Would it be as high as 10, perhaps? 

Mr. Picxarp. I would doubt it would run that high. 

Mr. Navcuton. It would be over 5, probably. 

Mr. Picxarp. I would say it is probably over 5. CCC had a claim 
against Burrus Mills which it paid of between $14 million and $15 
million, so Burrus certainly came out with a very heavy net loss in 
that operation. 

Mr. Founrarn. It deteriorated; did it not? 

Mr. Picxarp. Yes, sir. 

The claim was due to deterioration of wheat. 

Mr. Fountain. Mr. Smith. 

Mr. Smiru. Is it my understanding then that the Department at 
the present time is not making any study or inquiry as to the possi- 
bility of using hangars and Defense Establishment or other surplus 
buildings for storing grain? 

Mr. Patmpy. From a national level, no, sir, we are not. 

Mr. Smiru. It seems to me, in view of the statements of the Secre- 
tary, that these high costs are indefensible, that the Department would 
be resourceful and aggressive enough to seek out some of these facili- 
ties and determine ways to save a lot of money here, especially in 
view of the fact that we have aeration equipment we did not have a 
few years ago. I do not see how you could help but save money if 
you would use some of these hangars with aeration equipment. 

Mr. Patmpy. Congressman Smith, I think we have had quite a his- 
tory of attempts at using facilities not made for grain storage, and if 
you would permit I think we can give you a short history of our ex- 
perience in using these ourselves, and in turn, then choosing to go the 
other direction, of having somebody else carry the risk of using 
them. 

Mr. Smiru. Since the advent of aeration equipment, and the use 
of it in flat storage, buildings are built which are not as good as 
hangars as a matter of fact. It seems to me a good possibility there 
of cutting down some of these so-called indefensibly high costs. 

We were talking a while ago about the Appropriations Committee. 
You do not claim of course, in your questioning by Congressman 
Langen, that the Appropriations Committee are representing the en- 
tire Congress? 

Mr. Patmpy. I do not claim any committee is representing the Con- 
— They each have a specific duty to perform and we respect 
this. 

Mr. Smrrn. You know they have closed sessions? 

Mr. Patmpy. Yes. 

Mr. Smrru. I just wondered from the sum and substance of your 
testimony, if you thought if those were open sessions, maybe people 
would find out sooner what is going on. 
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Mr. Patmpsy. Believe me, Congressman, it is not within my au- 
thority to say when a session shall be open or closed. Frankly, I re- 
spect that type of operation in appropriations hearings. I think it is 
a good way to get business done. 

Mr. Fountain. Any other questions ? 

Mr. Naveuton. Mr. Chairman, for the record, I would like to state 
that we all recognize that the difference between rent and storage re- 
ceipts is not all profit. 

Mr. Fountarn. You are talking about the Morrison case? 

Mr. Navcuton. Yes; the Morrison case. There were, of course, a 
fair amount of expenses. When we go into this later on, I am sure 
we will show there was a very substantial profit. 

Mr. Patmpy. I had assumed everybody realized that. 

Mr. Fountain. That is the reason I made the statement I did, be- 
cause I was not familiar with the details of it. 

If there are no other questions, the subcommittee stands recessed 
until further call of the chairman. There will be a meeting probably 
next week. We will let you know. 

(Whereupon at 1:10 p.m. the subcommittee adjourned subject to 
the call of the chairman.) 


INVESTIGATION OF THE COMMODITY CREDIT 
CORPORATION 


Part I1I—Price Support and Storage Activities 


TUESDAY, FEBRUARY 16, 1960 


House oF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. L. H. Fountain (chairman 
of the subcommittee) presiding. 

Present: Representatives L. H. Fountain, Neal Smith, Florence P. 
Dwyer, and Odin Langen. 

Also present: James R. Naughton, subcommittee counsel. 

Mr. Founrarn. Let the subcommittee come to order, and the record 
show that a quorum is present. 

Today’s hearing is a continuation of the subcommittee’s investiga- 
tion of the grain storage procedures and policies of the Department 
of Agriculture. 

I believe that most of the witnesses who are here have appeared 
previously during our hearings. However, we are pleased to have 
with us this morning Mr. Marvin McLain, Assistant Secretary of 
Agriculture. We appreciate very much your coming, Mr. McLain. 

e asked you to come for several reasons. As Secretary Benson 
has so often pointed out, the cost is more than a billion dollars a year 
for storage, transportation, and interest on commodities owned by 
CCC. These expenditures are charged to the farm program even 
though they are not paid to farmers, and when this much money is 
being spent, we think it appropriate to discuss the matter with top 
officials of the Department of Agriculture, just as other committees 
have probably discussed the same thing with you. 

Mr. Palmby, and others, have been well informed, forthright, and 
patient witnesses, but in view of their position, he and the others have, 
justifiably, I am sure, felt that it was not appropriate to answer a 
number of questions involving Department policy, and consequently 
we would like to ask some of these questions of you today. 

Since you are the Assistant Secretary, and previously served on 
the operating level as Director of the Grain Division, and before 
that I believe on the Iowa State ASC committee, your responsibilities 
and experience certainly should make you as well qualified as any- 
one in the Department to discuss grain storage policies and proce- 
dures with us. 

Before beginning your testimony, I would appreciate it if you 
will take a seat here. Any others who are with you may come up and 
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sit around the table together. We try to have these hearings as in- 
formal as possible; all we want are the facts. 

We would appreciate it if you would give a brief description of 
your present position and responsibilities, and your previous experi- 
ence in the Department of Agriculture. 


STATEMENT OF MARVIN McLAIN, ASSISTANT SECRETARY, DE. 
PARTMENT OF AGRICULTURE; ACCOMPANIED BY CLARENCE 
PALMBY, ASSOCIATE ADMINISTRATOR, COMMODITY STABILIZA.- 
TION SERVICE; W. E. UNDERHILL, ASSISTANT TO THE DEPUTY 
ADMINISTRATOR FOR PRICE SUPPORT; EDWARD SHULMAN; 
AND HOWARD PICKARD, OFFICE OF THE GENERAL COUNSEL 


Mr. McLatn. Thank you, Mr. Chairman and members of the com- 
mittee. I would be glad to do so. 

I have been close to agricultural and farm operations all my life, 
I served 10 years, I think it was, as a county chairman back in, I think 
the best county probably in the United States, Appanoose County, 
Iowa, where we worked with these programs right from the start. in 
fact, I helped the county agent set up these programs back in 1934 in 
my own county. I have been closely affiliated with farm organizations 
and cooperative work all during that time. I was selected as State 
chairman when the new administration came in in 1953, was appointed 
by the President on his 18-man Advisory Committee, later was asked 
by the Secretary to come to Washington and head the Grain Division 
in 1953 and was made Assistant Secretary a little over 4 years ago. 

I have a deep interest in agriculture, I think as deep as anybody in 
this room, and I appreciate the opportunity of talking to your com- 
mittee on any of these questions that you may want to raise about the 
policies of this administration. 

Mr. Fountarn. Mr. McLain, in view of the apparently complicated 
nature of the subject we are discussing and the extensive testimony we 
have already taken, I asked Mr. Naughton, our subcommittee counsel, 
to prepare a memorandum summarizing some of the information devel- 
oped in our previous hearings for the benefit of witnesses and sub- 
committee members in particular. 

As the memorandum notes, it is a staff memorandum, it is not in- 
tended nor should it be construed as a report, but simply an outline of 
some of the more important points covered in the hearings. 

Sometimes we have voluminous hearings, and some of these things 
get lost, and I thought it might be well to have a summary of what we 
have taken up to this point. 

I doubt that you have had an opportunity to look over the memo- 
randum. 

Mr. McLarn. No, it was handed to me as we came in. 

Mr. Fountarn. In fact, I haven’t had a chance to study it myself. 
After you have had an opportunity to study it, if you care to comment 
upon it, or if it contains any factual information with which you dis- 
agree, please feel free to express yourself for the record. 

How do current inventories stored by the CCC in commercial ware 
houses compare with the amounts of grain stored by commercial ware- 
houses for others, that is, other individuals in previous years? 
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Mr. McLain. Let me be sure I get your question, Congressman Foun- 
tain. You mean currently how do the stocks of grain CCC has com- 
pare with the stocks owned by others now, or do you want us to com- 
pare CCC inventory now with a previous period ? 

Mr. Fountarn. Current inventories stored now by CCC in com- 
mercial warehouses as compared with the amount of grain stored by 
commercial warehouses for others than the Government during pre- 
vious years. 

Mr. McLarn. Well, I think we all understand that the amount of 

in that the Commodity Credit has at the moment, and the space 
they occupy as compared to what warehousemen store for others is 
probably higher today than it was in most any year in history, be- 
cause our inventories, of course, are at about as high a level as they 
have been—that is certain items in the inventories, not all of them. 

Mr. Fountain. To what extent does grain stored by CCC in com- 
mercial warehouses represent business that otherwise might have been 
obtained from private sources if there were no CCC inventories, and 
to what extent does it represent expanded business that would not 
otherwise exist ? 

Mr. McLain. I think it is fair to say that since the Government 
has gotten into the operation things have changed. I think any farmer 
or any fellow in the grain business, be it co-op, or otherwise, would ad- 
mit that our getting in the act does interfere with his normal op- 
eration. 

It just can’t be otherwise. I can cite a little illustration to point this 
up. About 4 years ago, the cattle feeders in Nebraska, who were un- 
happy because they had to go through an elevator to get grain that we 
owned in the setup that we had at that time, and the grain in trade in- 
cluding the co-op trade, of course, was just as adamant that they be 
allowed to at least take part in some of this transaction, and so they 
asked me to come to Omaha to sit in on a little session. 

The cattle feeders organization, a very fine group of people, and the 
warehouse groups, met with a member of our State committee. This 
very question that you are discussing here came up, and the cattle 
feeders’ representative, one of them said “It would be a little cheaper, 
maybe, if we could go in and buy a whole bin of corn, and just bypass 
you completely,” and the elevator man, who was a co-op man, said, 

me now, do you want our elevator after this thing is over, or don’t 
you 

The cattle feeder said, “Sure, we want your elevator.” The elevator 
man said, “If you want us, you had better let us be in on part of the 
transaction, or we won’t be here when this thing is over.” 

Well, to briefly sum up what happened at that meeting, they were 
all agreed when we got through the way we were doing it in Nebraska 
was appropriate, and the cattle feeders, themselves, just dropped their 
protest. 

I think this very vividly illustrates why you have to keep the chan- 
nels of trade open, because someday, and it may not be as long as you 
ladies and gentlemen think, this thing may turn around and we will 
need these facilities. We will need the business houses that were in 
business, and probably some more, because we are an expanding econ- 

omy, we are growing more livestock, producing more per acre, and I 
think it is folly to consider any program that won’t keep these people 
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in business, and I am sure you are not raising the question for that 
purpose, but there are people that do this occasionally, and I think 
the record ought to be straight on it. 

Feeders, people that use grain, are just as interested in seeing that 
the standard outlets for marketing are there when this thing is done ag 
they ever were, and if Congress ever decides to do otherwise, they 
will rescind their action very quickly, I am sure. 

Mr. Naventon. Could you tell us how much corn is currently stored 
in commercial elevators in Iowa, for example, as compared with the 
traditional amounts that might have been stored during the 1920's 
or 1930's? 

Mr. McLain. No; I couldn’t give you that, but we can furnish it for 
the record. 

Mr. Naveuton. Would it be 10 times as much, or 15? 

Mr. McLarn. I don’t want to estimate. I don’t estimate things 
when I am in a hearing. I get the facts down, and if you want it, 
we will furnish it for the record. 

Mr. Navenuton. Well, as head of the Iowa committee, and former 
head of the grain division, you must have some idea of the amount 
of expansion there has been in the commercial storage of corn in 
Towa. 

Mr. McLarn. I thought this was general knowledge to everybody. 
It is a matter of record. Mr. Palmby peteten the expansion we 
have had. Do you want me to repeat that ¢ 

Mr. Navueuton. Well, in view of your comment, implying that all 
this expanded storage space—did I understand you correctly that 
you feel that all of this expanded storage space would be neces- 
sary, or would be utilized if there were no Government inventories? 

Mr. McLarn. I am sure I did not say that, and I am sure Congress- 
man Fountain didn’t indicate that. No, that would be the last thing 
in the world, Mr. Naughton, that I would say. 

Mr. Naventon. What do you think of Mr. Hendrickson’s speech 
in Des Moines 2 or 3 weeks ago in which he estimated that the cur- 
rent warehouse, commercial warehousing capacity is about four times 
as great as the amount that would be needed in normal merchandising 
operations if it were not for the Government storage business? 

Mr. McLarty. I have high regard for Mr. Hendrickson. He is one 
of my best friends. I didn’t read his speech, I read comments about 
it. I wouldn’t argue the point whether it is four times too high or 
three times too high, because frankly I don’t think anybody today is 
smart enough to judge that accurately. 

I think you might be interested that at that same meeting the 
Iowa Grain Dealers Association, which Mr. Smith I am sure is well 
acquainted with, passed a resolution in which they said this, that any 
future expansion, if it were necessary, ought to be: No. 1, on farms; 
No. 2, by the warehouse industries themselves; and No. 3, by Govern- 
ment. 

This was as late as a month ago, so this is still the view, Mr. Smith, 
of the people that surround you out there, I am sure. 

Mr. Smrru. Some of the warehouse people. 

Mr. McLarn. This group I am talking about is made up of farm 
people, and this was their expression by resolution. 
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Mr. Smrru. Of course, I happen to know that an awful lot of the 
warehouse people think that the time has now come to start thinking 
about the Government taking care of the overflow instead of building 
more new warehouses. They want to take care of it as long as they 
have the capacity, which is a completely different thing, I think. 

Mr. McLarn. I cite you two resolutions. I will furnish a copy for 
the record if you want it. This is, I think, one of the best groups in 
the United States, still resoluting as to what they think ought to be 
done, and they are farm people. 

Mr. Fountatn. Do you have a copy of that resolution with you? 

Mr. McLarn. I have the press release of it. I always assume the 
press is fairly accurate, Mr. Fountain. 

Mr. Fountrarn. I won’t comment on that. 

Mr. McLain. I have circled the spot down there that is pertinent. 

Mr. Fountarn. You are referring to the resolution of the Farmers 
Grain Dealers Association of Iowa? 

Mr. McLain. That is right. Mr. Smith can tell you all about them, 
he knows all about them. 

Mr. Smiru. I am also aware of many meetings they had prior to 
this convention at which about two-thirds of them said they wanted 
the overflow in Government storage, but when you get into conven- 
tion, you know, they do it a little differently. 

Mr. McLarty. You are saying they didn’t resolute what they 
thought ? 

Mr. SmirH. I am saying they are like every other organization. 
The fellow that knows how to manipuate the organization can put over 
whatever he wants. 

Mr. McLarn. I have great confidence in this one. 

Mr. Smirn. I have, too. 

Mr. Fountain. Mr. McLain, it has been the policy of CCC to en- 
courage the private trade to expand its grain storage facilities, has it 
not? 

Mr. McLarn. That is correct, not only this administration but I 
think it is true of the previous administration, also. 

Mr. Fountarn. Have private storage facilities increased to the 
point where they would be seriously overexpanded if there were not 
tremendous inventories of Government grain to store? 

Mr, McLarn. In some areas, Mr. Fountain, certainly, yes. This 
is not true everywhere. I think there were various areas in this 
country where we did not have an adequate storage, and a lot of that 
is down in your part of the country. 

The fact is I have had professional people, and Congressmen come 
to me—this was a few years back—urging us to do things to get either 
co-op or private storage built down there, for this reason—not to 
store Government grain, but to make the price support mechanism 
80 it would work. If you don’t have a place to store grain, the price 
support thing doesn’t mean anything. 

@ had one Congressman, I won’t mention his name, who just pled 
with us to either get the co-op or the private grain trade to get into 
his State and get elevators built so his farmers could participate in 
these programs. I think he was very sincere in wanting to do this. 

We don’t put bins down there because in some of the areas of the 
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South we have had trouble keeping grain in good condition. A ware- 
houseman can do it because he can put in the necessary facilities, 

Getting back to your question I think we have various areas where 
grain storage has been overbuilt, there is no question about it. 

Mr. Founrarn. Are you able to identify some of those areas? 

Mr. McLarn. I think in the Hard Winter Wheat area, the South- 
west, we have vast areas in that region of the country that have too 
much space. 

Mr. Fountain. About how much excess private storage capacity 
would there be at the present time if there were no CCC inventories? 

Mr. McLain. Well, there would be—I can give you the latest CCC 
inventory, which I think would be the most accurate way to do this, 

Wheat is 1,109 million bushels. 

Corn, 1,235 million bushels. 

Grain sorghums 269 million hundredweight. 

Barley, 64 million bushels. 

Rice, 6 million hundred weight. 

Soybeans, 17.6 million bushels. 

Uats, 17.4 million bushels. 

Then of course, we have cotton and other items that are not relevant 
to our hearing here this morning. These are the latest figures that 
we have in inventory. 

If those were wiped out, there would be quite a substantial amount 
of empty space, as you can see. 

Mr, Founratn. Is it true that some warehousemen in areas where 
storage space was badly needed were given guarantees of CCO 
payments in the event they built storage space which was not utilized 
to a specific percentage of capacity ? 

Mr. McLarn. We had an occupancy agreement program, Mr, Foun- 
tain, which I think was covered in Mr. Palmby’s statement, but I 
will briefly review it for you. This program was requested by the 
cooperative as well as the private grain trade at a time several years 
ago when we were adding bins by the hundreds of millions. We 
agreed if they would build space that was eligible under the storage 
agreement that we would agree to occupy a certain percentage of it 
for a certain length of time. 

Mr. Palmby’s figures show you that that cost was very little, It was 
a very successful program, of course it has just about ended, but this 
was a step along with the quick tax writeoff, which I am sure you are 
familiar with because I am sure you voted for it, and I am sure most 
everyone did, because they thought it was another move in the direc- 
tion of getting added storage where it was needed for farmers. 

Mr. Fountain. Well, other than formal storage guarantees, were 
any warehousemen given any express or implied commitments that 
they would be guaranteed CCC grain for storage! 

Mr. McLain. Other than this written guarantee, I know of no other 
guarantees. Now, it is true, in some instances like the Burrus case, 
we had an understanding if he got the facilities ready so that we could 
move our wheat, which we were on the verge of just piling on the 
ground in Kansas, we would move wheat in. Anybody that was eighth 
grade or above knew with the storage situation the way it was at that 
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time that you didn’t need a guarantee, because all you needed to do was 
have the facility and we would put the grain in it. 

As a matter of fact, at some of Burrus’ facilities, the wheat was 
dumped there before he was really ready for it, and we even had some 
of our own bins in this same position in Kansas. We had trucks 
waiting for the erection of the bins—this is how desperate it was at 
that time, so I think everyone at that time, Congressman Fountain, 
pretty well realized if they got the facility built in the area where 
the grain was, it would be filled. 

Mrs. Dwyer. What year are you talking about now ? 

Mr. McLain. Well, this would be—I would want to check the record 
to be sure, but I believe it was 1955. 

Mr. Naucuron. Or 1954, wasn’t it ? 

Mr. McLarn. Either 1954 or 1955; I believe it was 1954. That is 
a time 5 or 6 years ago when you don’t remember every date. 

Mr. Fountain. We understand that. 

Mrs. Dwyer. Thank you. 

Mr. Naveuton. May I ask a question there? 

Mr. Fountain. Mr. Naughton. 

Mr. Naventon. There was no assurance given to any of these people, 
of course, who built storage primarily or partially for Government 
storage that they would be supplied with Government inventories for 
any particular length of time? 

Mr. McLain. That is right. I am glad you raised this question, Mr. 
Naughton, because there are a lot of people completely misinformed 
as to what the uniform grain storage agreement has in it. We don’t 
agree to put grain in anybody’s house and leave it there. It is a one- 
sided agreement on this score, so anybody that is building a facility 
with this kind of agreement, he has got a few cards stacked against 
him to begin with. We just agree that if we have grain and want to 
move it in, we will move it in and pay the storage rates specified in 
the agreement. There is no obligation on us to move grain into the 
facility. 

Mr. Naucnton. You have no obligation, moral or legal, to keep any 
private grain warehousemen in business by supplying them with 

ain ? 

Mr. McLatn. Occasionally we have Congressmen suggest to us over 
the telephone it would be nice if we left grain in their warehouses. 

Mr. Naventon. Their own warehouses ? 

Mr. McLain. No, warehouses of their constituents, and I don’t 
criticize this. I think if I were a Congressman and had elevators that 
were going to be empty in my district and my voting constituents 
raised questions about it, I would be interested in seeing that at least 
the people in my area got equal treatment with those in other areas. 

Mr, Smrrxu. If I might ask a question, these agreements or guaran- 
tees to keep the warehouse full, were they instituted for the purpose 
of encouraging more building, or in order to get a lower rate per 


bushel ? 


hen McLatn. They were specifically to get more space built, Mr. 
mith. 
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Mr. Smiru. There was never any difference between the rate given 
when you had full capacity or lower? 

Mr. McLatn. No. 

Mr. Smrru. Have you thought about or looked into the possibility 
of having different rates where the capacity was filled instead of 
where it was half full ? 

Mr. McLarty. This his been thought about lately, and it hag 
been thought about many times in the past. I have been close to this 
business all my life. 

The difficulty, when you are dealing with 10,000 warehousemen js 
to determine what house is to be filled because of a special rate and 
which is to be left empty. 

Many things enter into what might be considered a special rate, 
For instance, for a house in Chicago, where rental and other costs 
are high, a fair rate would be much different from what it would be 
in Enid, Okla. 

Mr. Smiru. I didn’t mean it would be used as a gauge as to whose 
house you would fill, but, for example, a fellow that has been ve 
adverse to these hearings tells me that he has his facility half full, 
and he is now making about 3 percent, just interest on his money or 
hardly that. He said, “If I had it full, 1 would jump at a chance 
to get a 12-cent a bushel agreement.” 

Mr. McLarn. That is correct. I say it is correct. I assume he 
wouldn’t be telling you anything but the truth. The percent of 
occupancy used is the determining factor in whether a fellow makes 
a profit or goes in the red. Getting back to this agreement, we don’t 
agree to leave the grain, because if we did, how would you pick out 
which one of the Joe Doakses out of the 10,000 you agreed to leave it 
with? We would have every Congressman and Senator pleadin 
with us to use the house of their constituents, it would just be retell 

Mr. Smirn. Of course, you have to leave it where it should be, 
but what I meant was that posisbly you could save quite a little 
money if you had a lower rate for those houses that are 90 percent 
full, and another rate for those that are 80 percent. 

Mr. McLarn. You mean after the fact? 

Mr. Smirn. Yes. 

Mr. McLain. I am sure administrators, and I am sure you people 
like to appreciate the problems of administrators, would be hounded 
to death by the General Accounting Office, and probably by investi- 
gators from this committee to make certain that if you agreed to leave 
it there a year you didn’t take it out 30 days ahead, because you might 
have saved a little. 

Mr. Smiru. I am not saying you agreed to leave it in any length 
of time, but here is a warehouse, if he is full, he can take 12 cents 
and do a lot better than his next-door neighbor does with 16 cents 
one-half full. 

Mr. McLain. I would say this to this committee: This has been re- 
viewed, varying types of agreements other than uniform, many times 
not only by this administration but the previous one. It has always 
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peen the feeling that to do anything other than have a uniform agree- 
ment would give rise to problems almost impossible to administer. 
Now, if you have recommendations that you want to make to us, 
we will be happy to receive them. 
Mr. Naventon. I have one question. 
Mr. McLain, you indicated that there was no requirement or guar- 
antee or assurance that CCC would leave grain in a commercial ware- 
ouse. 
. Assume that you have in a particular area corn in a commercial 
warehouse and you also have corn in a Government bin adjacent to 
that. The corn is in good condition in both warehouses and there is 
no particular reason for loading out one or the other, except for CCC 


olicy. 
, Would it be CCC policy to first order grain out of the warehouse, 
orto first order it out of the bin? 

Mr. McLain. Let me state briefly what our general policy is if 
the grain is in good condition. However, when you operate an out- 
fit as big as this there are some exceptions, I am sure you would 


Our policy is, if we have bins and warehouses in a community 
where farmer “X” has grain to bring in, we fill the commercial house 
first. Then the overflow, as was always the case in the previous ad- 
ministration, as well as this one, goes into the bins, and many times 
we have had the bins full as well as the warehouse. 

Then when we start going the other way, it has been our general 
policy to empty the warehouses first and leave the grain in the bins 
until last unless there is danger that the grain in the bin is too 
old. We have grain as you well know that is several years old in 
some of these bins, and we have the problem, if it gets out of condi- 
tion, of being accused as administrators of not taking care of it. This 
is not a very happy spot to be in and I for one want no part of it. 
Our instructions are to take care of the grain through whatever means 
are necessary because the American public won’t stand for anything 
else, 

Now, in the process of changing some of this grain in order to 
freshen it, we may move some of the grain out of the bins, first. 
There is one other exception. If we are sure in an area we are going 
to have an overload at takeover time we may start moving from the 
bins first. Now, remember, we don’t know up until loan maturity 
how much of this grain is going to come in. We try to keep as much 
on the farm as we can, but the farmer has up until a certain day to 
decide whether he is going to give it to us or keep it on his farm. 
Ifa high percentage of them decide to give it to us, and we are 
without a place to put it, then we are criticized because we haven’t 
emptied some of these bins to be able to take care of it. 

I have had severe criticism from Members of Congress a time or 
two or three when we didn’t move fast enough on this. We are in 


the kind of position where we get hell if we do and hell if we don’t, 
but that is a part of our job. 
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Mr, Naveuton. Assuming you have bins and warehouses in the 
same community, and they are both full, isn’t it cheaper to load the 
warehouse out, since you don’t have the double charges you have to 
unload the bins ? 

Mr. McLain. We could spend a whole lot of time on costs. I re. 
peat, our policy is to empty the warehouse and leave the grain in the 
bin, if the grain is all right. It is cheaper for us to take it out of the 
warehouse than it would be to take the grain out of the bin, and then 
run it through the warehouse. 

Mr. Navueuton. This policy that you followed, which was pro- 
mulgated in 1958 and carried out in 1959, was a departure from this 
general policy. 

Mr. McLarn. This is the reason I made the exception, because 
once you sit with farmers waiting for a place to put their grain 
when they want to empty their bins in order to put a new crop in 
a time or two, you are pretty careful to be sure they are taken care of. 

If it is necessary to reconcentrate grain in order to do it, you do it. 

Mr. Naveuton. This was reconcentrating corn from bins across 
the street into the local elevator, and it seems to me the elevator could 
handle the corn coming in from the farms faster than loading it into 
the bins, couldn’t they ¢ 

Mr. McLatn. I don’t know what specific case you are talking about. 
I am talking about general policy here. I didn’t assume you wanted 
to get down to comment on detailed transactions. If you will give me 
the location, we will get the record. 

Mr. Naventon. I am talking about the general reconcentration 
policy. There are two types, one where you move it out to a market. 
The second was called a reconcentration policy, put into effect in 
Iowa and I assume in other States, amounting to simply taking corn 
out of Government bins, moving it across the street into elevators 
in the same community, because it was thought there would be a 
requirement for some additional space in that community, come the 
next fall. 

Mr. McLarn. Can you cite me the community ? 

Mr. Navueurton. I think there were 60 of them in Iowa. 

Mr. Patmpsy. I have two comments I want to make on this. 

We did particularly encourage warehouse expansion in Iowa in the 
season you are talking about, and we did this by giving our bin sites 
and county committees the traditional 6 weeks leadtime. 

By leadtime, I mean this: Keep in mind we can’t move our commodi- 
ties through the harvest season, so we have to fit our movement in so 
we don’t conflict with the harvest season, and at the same time we must 
have empty space at takeover, so if you chart this on a graph, there are 
very few months of the year when we can actually move grain in heavy 
volume. The freight car shortage also plays a hand. 
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Putting all this on a graph shows we have a very short time in which 
to move grain. Traditionally, when we expect a heavy takeover, we 

ive our counties about 6 weeks leadtime to move corn out of the bin 
sites into the commercial house, and in turn move it on. I have with 
me a circular letter that the Evanston office put out just last week to 
its country warehouses that I would like to submit for the record. 
This letter asks them how much corn they want to move, and also in- 
cluded is the statement that we are contacting our county offices, and 
we are arriving at how much corn needs to be moved from the bin sites, 
keeping in mind that it will move 6 weeks ahead of the warehouse move- 
ment, because it takes us that long to get the movement out of the way 
so we can be in a position to handle the takeover. 

There are two reasons, then, why last year we did have movement 
from binsites to warehouse. One was in some 60 communities, I have 
no reason to question this number, where we did it earlier than normal 
to encourage some expansion, because we needed more space. 

The second reason was that this is traditionally the pattern we fol- 
low, we give the bin sites leadtime over the country warehouses be- 
cause of the physical impossibility of moving it in volume at the same 
time. 

This is a letter, Mr. Chairman, going to the country elevators, which 
I think spells out quite briefly how we deal with country warehouses, 
and in turn fill our bin site operation in, in this seasonal limitation. 

Mr. Fountain. We will be glad to receive that. If there is no ob- 
jection, it will become a part of the record. 

(The documents referred to follows :) 


U.S. DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Evanston, Ill., February 9, 1960. 


CIRCULAR LETTER No. 669 


To all country elevators with uniform grain storage agreements. 
Subject : Requests for corn loading orders. 


GENTLEMEN: Each year we ask country warehousemen storing CCC grain to 
project their storage needs through the coming soybean and corn harvest and 
inform this office whether you will want warehouse receipt corn loading orders 
for the calendar year. 

This year it appears again that we will have a sizable corn loan activity and 
that we will need storage space for takeover this fall. We are beginning to 
develop our ideas on the amount of bin site corn that may have to be moved. 
We would like also to know how much corn warehousemen may want moved. 
We can then put these two sets of figures together to come up with an orderly 
shipping program. 

If you are storing CCC corn, please complete and return one copy of the at- 
tached form. The second copy is for your records. Please return the form as 
8002 as possible and not later than February 22, 1960. 

Yours very truly, 


JOSEPH HASPRAY, 
Director, CSS Commodity Office. 
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Mr. Naveuton. A further question on that, Mr. Palmby. Was this 
1958 reconcentration program regarded as a success by the Depart- 

nt? 

Mr. Patmsy. It was regarded as a success in that we handled our 
takeover in an orderly manner, and that we had plenty of space for 
the new crop, and these are the two fundamental things that we al- 
ways have to worry about. 

Mr. Naventon. Didn’t you have a number of complaints from com- 
munities where two and sometimes even three different parties started 
rapidly building warehouse space to get the corn out of CCC bins? 

Mr. Pacmpsy. I do not recall any of them. 

Mr. Naventon. Would you check on that to see? 

Mr. Fountarn. They might not be able to read the minds of in- 
dividuals who had that in mind. 

Mr. Patmeby. Mr. Chairman, we are glad to check on anything, but 
frankly on this I wouldn’t know where to check. We will, to see if 
we had correspondence on it, but that would be the only way to check. 

Mr. Fountain. All right, if you would do that. 

I take it, then, that other than through storage guarantee programs, 
the CCC has made an effort to encourage expansion of private stor- 
age space in those areas where it was needed ? 

Mr. McLain. And let’s not forget we have had a gigantic program 
which I am sure you have gone into to encourage farm storage. After 
all, this is where the storage ought to be to the extent that it is practi- 
cal for a farmer to have so much storage. 

Before these programs started, we had vast areas of the country, I 
can remember when I was in the county office, where landladies used 
to come in, widows that didn’t have any place to store their oats. 
Since they didn’t have any place on the farm to store it and there 
was, of course, at that time no place to warehouse the grain, they 
would just sell the oats at whatever price they could get. 

I would plead with them and say “Why don’t you build a little 
warehouse out there, a little storage facility?” And their answer 
always was, “Well, we just don’t like to do it,” or “We don’t have the 
money to do it.” 

Now, the storage for a year’s crop ought to be on everybody’s farm, 
and we have helped do that tremendously. This is primarily bene- 
ficial to the farmer, himself, which, of course, is the whole purpose 
ofthis whole program. That is all it is for. 

Mr. Fountarn. You have commented upon the question I expected 
to ask later, just what efforts have you made to encourage more on 
the farm storage ? 

Mr. McLarn. Well, we pay a farmer, as you know, I am sure, a 
sealing rate which is the equivalent of what we pay any warehouse- 
man for keeping it a second year. We have had for farmers the 
same quick writeoff for facilities that commercial warehousemen have 
had. That is the rapid tax amortization, which has now expired, and 
we have had the loan program in which we will loan up to about 80 
percent of the cost of the facility, with very reasonable interest and 
ereent provisions that help them to build these facilities. 

t is the most liberal program of this type in the existence of this 
Government. Farm people are entitled to it, in our judgment. 
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Mr. Fountarn. Mr. Naughton. 

Mr. Navenron. On that point, Mr. McLain, it is true, isn’t it, that 
farm storage is really the most desirable storage from CCC’s stand- 
point for a number of reasons? 

Mr. McLain. From everybody’s standpoint, that is, except the in- 
dividual who wants to fill his warehouse and take it off the farm. 
This is particularly true with feed grains. With wheat you have a 
aoe breed of cats, because not much wheat is used right on the 

arm. 

Mr. Naveuton. But for feeds, that is true. From CCC’s stand. 
point, you do not pay any handling cost for grain that is stored on 
the farm. 

Mr, McLarn. Let’s remember this: This grain on the farm is the 
farmer’s grain, not CCC’s grain. If the price goes up, he can get 
his equity out of it. This is the very real reason why it ought to be 
left on the farm. 

Now, he has an advantage because it is there. I have made liter- 
ally—prior to my present connection with the Department, as much 
easy—I say “easy,” that isn’t a correct word, but as much honest money 
in resealing grain as any other way. Furthermore, I have seen sey- 
eral occasions when I put the corn under loan, and something hap- 
pened like Korea, where I was able to sell the grain at a profit, 

Who is more entitled to that than the farmer? He is the guy that 
ought to have it. 

Mr. Navueuron. For many reasons, actually you can pay the same 
amount to the farmer that you pay to the commercial warehouseman 
and actually make a saving for the taxpayer because you do not have 
handling cost, it may be fed on the farm or put into market channels 
so you never have to take it over. Aren’t there a number of additional 
advantages in farm storage? 

Mr. McLarn. I think everything is for farm storage, there is no 
question about it. That is the reason we pay a farmer the same 
amount, plus giving him the right to redeem it, plus prorating the 
storage fee if he redeems it in less than a year. 

Mr. Naventon. There is no requirement that the amount paid to 
the farmer will be the same as paid to the commercial warehouse, It 
could be higher if the Department so desired. 

Mr. McLain. I think you would have to check with the General 
Accounting Office to see what they think about it. 

Mr. Naventon. Is there a legal requirement ? 

Mr. McLatn. I know of no legal requirement, but I think this is one 
that you ought to check with the General Accounting Office before you 
make this kind of recommendation to us, 

Mr. Naucuron. I just asked a question. I didn’t make a recom- 
mendation. 

Mr. McLarty. Well, I am just answering the question as best I can. 

Mr. Naueurton. I am wondering why, in view of the advantages of 
farm storage, in announcing the resea] rates on oats that the Depart- 
ment has said that they would be tied to the rates paid for commercial 
storage. 

In other words, if there is a reduction in commercial storage rates, 
there will be a reduction in the reseal rates. 
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Mr. McLarty. Well, now, Mr. Naughton, I had a lot of trouble con- 
vincing people we ought to pay the farmer that much and I almost 
singlehandedly got the job done. If you want to help get it done so 
we can pay him more and the Genera] Accounting Office and every- 
body else agrees, if you want to make that kind of recommendation 
we will be glad to read it. 

Mr. Naveuton. If you had more farmers in the Department, you 
might be able to convince them more easily. Having farmed myself, 
and Congressman Smith being a farmer, I am sure we would not be 
hard to convince at all. 

Mr. McLain. We have a lot of other people looking over our back 
besides this committee. 

Mr. Fountain. Regardless of where the money goes or who gets it, 
we on this committee are thinking in terms of the taxpayer as well as 
everybody else. a sag 

Mr. McLain. That is right, this is very real. 

Mr, Naucutron. The Comptroller General didn’t say you had to re- 
duce the reseal rates if you reduce storage rates, did he? 

Mr. McLain. No. 

Mr. Founratn. I think you answered this, but I will ask you again. 
Did I understand you to say it is the CCC policy to fill commercial 
space first with takeover grain, leaving the Government bins empty? 

Mr. McLain. This is the general policy, it has been throughout this 
administration to my knowledge, and I know it was the policy of the 
previous administration because I was out at the county level when 
this happened. 

Mr. Fountarn. Is this policy automatic or have you made ex- 
ceptions to it ? 

fr. McLarn. Oh, there have been exceptions to it. As you well 
realize, Mr. Fountain, with an operation as big as this and as many 
people as we have got involved in it, even if you issue an order with 
the best intentions it doesn’t always get completely carried out the 
way you want. You find that true with your own office staff some- 
times, I imagine. 

Mr, Fountain. I imagine some of your exceptions have been de- 
signed to prevent people from building unnecessary private facil- 
ities next to Government bins in order to get grain that otherwise 
would be adequately handled at the bins at far less cost to the tax- 

ayers 

Mr. McLain. Well, this question of where a private warehouse- 
man or a cooperative warehouseman builds his facility, I think is a 
question that is a little out of order for the Government to be dictat- 
ing. If I want to build a facility, 1 would like to build it where I 
thought the farmers wanted it and where I thought it would do me 
the most good. 

I wouldn’t want some bureaucrat to come along and tell me where 
to build it. I am sure you didn’t infer that in your question. 

Mr. Fountain. You have information indicating where the needs 
are, 

Mr. McLain. That is correct, and we furnish this information. 
This deals primarily with localities, counties, areas within different 
States, but when it comes to whether they build it—well, most ware- 
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housemen are smart enough to build their warehouse along the rail- 
road, if one is available. 

Unfortunately, we have many areas today where the railroad is q 
thing of the past, but that is one of the factors. Then normally, 
they will want it at a spot, once we are not furnishing the grain that 
they can operate a business. It would be kind of stupid for a fellow 
to build an elevator out in the country, out by our bin site, if he were 
looking to the future very much, unless it was a flat building, where 
he was going to use it for a machine shed or something else later on, 

Mr. Naventon. Of course, nobody wants to or can tell a man 
where he can or can’t build a storage warehouse. However, in the 
event that someone builds one, which is totally unnecessary to the 
needs of the community, and is placed next to a Government bin for 
the obvious purpose of obtaining grain which would otherwise 
into perfectly adequate existing commercial space and the CCC bins, 
do you feel] there is any obligation upon CCC to fill that warehouse! 

Mr. McLain. Again, I don’t think that CCC or any bureaucrat 
ought to tell the warehousemen where to locate his facilities. I have 
said that as plain as I can. We ought to urge them to build in the 
area where we need them, but whether they build on the edge of 
town, down by the railroad tracks, or out a mile in the country, I 
think that ought to be up to the individual. We don’t want to get 
into that. If you want to recommend that we do—— 

Mr. Naveuron. I have already said I am not in favor and I am 
sure no one else is of telling the man where to build. But do you 
think that CCC should spend 16.5 cents per bushel of the taxpayers’ 
money per year to fill a warehouse with grain which was built next 
to CCC bins for the sole purpose of taking grain that would other- 
wise be stored at a much lesser cost to the taxpayers in the bins? 

Mr. McLain. Well, there are some statements you have made there 
that I can’t agree with entirely, which is irrelevant. 

The point I want to make is that I think we would be pretty hard 
put to tell a warehouseman if he built his warehouse next to where 
our bin site was that we wouldn’t use his facility, and if he built it 
down the road a half a mile on the edge of town, we would use it. 

I don’t want to get in that kind of operation, and I am sure this 
committee doesn’t. 

Mr. Navueuron. Is your policy of filling private bins automatic, 
you will fill it for him wherever he puts it if there is CCC grain avail- 
able regardless of whether you have a million or 2 million bushels 
of empty bin space? 

Mr. McLarty. Have you ever seen Mr. Puckett’s operation in Enid, 
Okla. ? 

Mr. Navcuron. I’ve heard the name. 

Mr. McLain. You ought to go out there, he built it in the country, 
one of the grandest facilities in this Nation. I imagine, the fact is 
I know there is a bin site not very far from it. 

Now, if we were to tell Mr. Pluckett that we wouldn’t use his 
facility because he built it out in the country—he built it there for 
several reasons. Taxes were cheaper, he got away from the nuisance 
in town, a lot of reasons. 

Mr. Naveurton. He didn’t build it—— 
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Mr. McLatn. He built it to take care of the need of his farmers 
caused by this program, that is the only reason he built it. He has 
told me this himself. 

Mr. Naveuron. Is that bin site filled or empty ? 

Mr. McLain. There are several, you can find dozens of them. 

Mr. Naveuron. Are they filled ¢ 

Mr. McLain. I wouldn’t know today whether they are. From 
the estimates we have of the new wheat crop, if they are not filled, 
they will be. 

Mr. Naucuton. Your policy is not to question in any way where 
aman wants to put the warehouse up. 

Mr. McLain. If you want to recommend that we start telling the 
warehouseman he can’t build it in town or out in the country, we will 
be happy to receive the recommendation. 

Mr. Naueuton. I want to find out what your policy is. 

Mr. McLatn. Our policy is to let the warehousemen decide where 
he wants to put it. That is the way free enterprise works. 

Mr. Naueuron. Is there any difference in your policy, with re- 
spect to the way you treat warehousemen, designed to encourage 
construction of the type of facilities equipped to merchandise grain 
as well as to store it, or do you grant the same preferential treatment 
toall types of structures ? 

Mr. McLatn. We have a requirement. Before a warehouseman 
can do business with us, he has to meet certain standards under our 
approval procedure. ‘These are pretty rigid standards. You will 
remember, of course, the warehouseman is responsible for the grain, 
and he would be kind of stupid if he didn’t build the kind of ware- 
house that would take care of the grain, and we have had a few 
that have been stupid. 

Once he gets the uniform grain storage agreement and meets that 
requirement, that is the requirement that we make of him. Of course, 
he has some bonding requirements and other things with it, but then 
we don’t decide whether it is Mr. Puckett’s house that holds around 50 
to 60 million, or whether it is Podunk’s house out here where he may- 
be only takes care of 25,000. 

If the grain is there and there is need to use the space, we use it. 
We don’t pay attention to anything else. 

Mr. Navenron. So actually you are not concerned with possible 
uses of these facilities later for commercial trade, because some of 

them are not very well adapted to merchandising ? 

Mr. McLatn. Why should they be? 

Mr. Naventon. Well, you asked it. You answer it. 

Mr. McLain. Pardon me for asking questions, but some of them you 
ask makes me want to ask you some. 

Mr. Navenron. I think we might be interested in whether these 
people are going to be able to make a living. 

_ Mr. McLatn. Of course, we believe in free enterprise. We believe 

if aman sees a need to build a facility to take care of an emergency and 

can use the facility later for something else, this is free enterprise. 

I would hate to think we were barring a fellow from doing this. 

Mr. Naventon. I am for free enterprise, too, but can you call it 100 
percent free enterprise if all the income is from the Government ? 

Mr. McLarn. I wouldn’t; no. 
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Mr. Naveuton. Aren’t some of these facilities getting all of their 
income from the Government ? 

Mr. McLarn. I am sure some of them are, but if you will talk to 
them they will tell you they don’t plan to always do this. 

Mr. Navueuton. Are you aware that some of the warehousemen 
storing grain have gotten loans from the Small Business Administra- 
tion to build the facilities, CCC filled them with grain, and they have 
the CCC send the checks over to the Small Business Administration to 
pay off the loan until the debt is cleared, after which they receive all 
the profits ? 

Would you call that free enterprise of the type we are all for? 

Mr. McLarty. Are you saying a fellow that gets a loan from the 
Small Business Administration is going to be accused of not being in 
free enterprise ? 

Mr. Founrarn. I think he had a double-barreled proposition there, 

Mr. McLarn. We don’t get into where they get the funds. 

Mr. Navueurton. I don’t criticize people for getting the loans from 
the Small Business Administration. 

Mr. McLatn. I inferred that from what you said. 

Mr. Naveuton. I asked whether getting a loan from the Small 
Business Administration to build a warehouse to store grain for the 
CCC and then having the CCC send the checks to the Small Business 
Administration to pay it off, is that exactly free enterprise? 

Mr. McLarn. I wouldn’t see anything that would not be free enter- 
prise about it. Of course, I would like to see the fellow that borrows 
the money from the Government pay the going rate of interest. I 
don’t know currently what they are paying the Small Business 
Administration. 

Our co-ops borrow money from our cooperative banks and do busi- 
ness with us. If they paid the going rate of interest, I wouldn’t see 
any thing wrong with a private enterprise doing the same thing. 

Mr. Naucuron. I grant you it is enterprise, but it certainly isn’t 
free to the taxpayers. 

Mr. Mclarn. Well, if he is paying the going rate of interest, I 
would say it is about as free as if he borrowed it from a bank. 

Mr. Naventon. Have you had consultations with the Small Busi- 
ness Administration in order to coordinate the policy of the two agen- 
cies in the public interest ? 

Mr. McLarty. When I was Director of the Grain Division they used 
to call occasionally, and I am sure they call the current Director. 

Their calls dealt primarily with whether the facility that was going 
to be built was in an area where it looked like it was practical to have 
it, but that is the only consultation I know of at the Washington 
level. 

Mr. Naventon. Could you give an opinion if you are asked whether 
it is practical to have a storage facility in an area? 

Mr. McLarx. We, of course, as you know, Mr. Naughton, each year 
try to appraise what the situation is going to be at takeover time. 
If we didn’t, we would be in an awful mess. I think this year we 
are going to be in pretty good shape, but in previous years when our 
appraisal showed we needed added space, we urged in some instances 
added farm storage, and in others additional commercial storage. 
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I think we are past that for the time being, at least, and we don’t 
see anything in the picture now to indicate that we are going to do it 
any more. 

Mr. Naveuton. Do you use converted oil tanks, railroad round- 
houses and nonconventional facilities of that type operated by private 
warehousemen in preference to Government bin space in the same area 
even if it means greater cost ? 

Mr. McLarty. We used Mr. Burrus’ tents, more unconventional 
than the conditions you mention. When conditions get desperate 
enough, you use most anything to put grain in. 

Mr. Navuecuton. I am talking about a situation where you have 
adequate CCC bin space in an area. You have a hangar, coal bunker 
or something that has been taken over by a private warehouseman and 
converted to store grain. 


Do you utilize these nonconventional facilities in preference to your 
own bins? 

Mr. McLarn. If they meet the requirements of the agreement, all 
facilities, according to our need in a particular area, are used without 
discrimination. 

Mr. Nauenron. And this would apply also to the situation of the 
gentleman in Salina who rented the buildings for $29,000 from the 
Army, or the Air Force, and received $1,838,000 in storage ? 

Mr. McLain. Well, I would have to check this. 

Mr. Naveuron. He would be entitled to preference under the policy. 

Mr. McLarn. I didn’t say preference. Let’s not put words in my 
mouth. 

Mr. NaveHron. Well, the only preference I am talking about is he 
would receive wheat in preference to it being shipped 

Mr. McLarn. You asked whether there was preference shown or 
discrimination, and I said we dealt with all these people that had the 
uniform grain storage agreement on the same basis. I didn’t say 
there was any preference given to these people. 

Mr. Fountain. I think he is talking in terms of preference for 
private facilities over Government-owned bins. 

Mr. McLain. We have a policy—I beg your pardon—we have a 
policy to use facilities under the uniform grain storage agreement re- 
gardless of what those facilities are. 

Mr. Naveuron. And this would include buildings rented from the 
Air Force ? 

Mr. McLatn. It would include anything under the uniform grain 
storage agreement, that is correct. 

Mr. Smrrx. You don’t claim that this policy is based on the provi- 
sion of law concerning preference for usual and customary facilities, 
lo you? 

Mr. McLain. Well, we have, Mr. Smith—when you mention the 
type facilities Mr. Naughton is talking about—had a terrific change 1n 
what is conventional. We have gone into the large flats, we have gone 
into gigantic houses that will hold a million bushels in a bin in some 
cases which have been built by the individual, and if you start drawing 
the line and saying that you are going to use what used to be con- 
sidered a conventional warehouse and not use these new types of 
facilities which fall much into the same category as some of these 
older buildings that were picked up, this is a difficult area to get into. 
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Mr. Smirn. That is a determination of what is conventional, but 
you are not claiming that this policy results from a requirement of 
law ? 

Mr. McLarn. I don’t think there is anything specific that says that 
we shall orshall not. Ithink the general provisions of the statute are 
well understood by members of this committee. 

You have been over them, and I think there is some discretion 
in it. 

Mr. Smirn. I am not saying there isn’t some discretion, but it has 
been said that you have to do this. 

Mr. McLatrn. I have not said today that we have to, and I just 
want the record to show that. I think it was the intent of C ongress 
that we use, to the extent it was practical—I think the law is pretty 
well worded. 

Mr. Naveuton. What consideration, if any, has CCC given to what 
may happen in the grain storage business if and when CCC inven- 
tories are reduced and available storage capacity is two or three times 
the amount necessary for private storage / 

Mr. McLain. I person: illy have given a lot of thought to it, because 
I have particularly in the co-op area a lot of very good friends of mine 
that have been responsible in their various organizations for expand- 
ing their facilities. I think that one of the things it is a part of Goy- 
ernment’s responsibility to do, and this is what we have currently been 
doing here for about 12 months, is ur ging them not to get much more 
expansion, and this has been going on longer than that in some areas of 
this country. 

Now, our problem, of course, is until we can get the shutoff on the 
intake we are char ged by statute to make storage available to take care 
of these programs, ‘and we would be negligent if we didn’t do it. 

Mr. Naventon. Of course, you have authority to promote farm 
storage and acquire Government storage where it is not adequate. 

Mr. McLatn. I think we have done a good job doing that. 

Now, if we should happen to have—I will put it this way : Suppose 
we had half a crop one year, and this is possible, you know. We had 
in 1934—you don’t remember much about 1934 or 1936. 

Mr. Naveuron. I wasn’t farming at the time, but I remember it. 

Mr. McLarty. We had about a half a crop in 1936, we had the See- 
ond World War and then Korea, and we don’t expect this type of thing 
to happen again, but if it should, this could change almost overnight. 
In my judgment, there will be quite a few warehousemen that will 
go busted in the process if that should happen. 

Mr. Naventon. Along that line, at a Des Moines meeting Mr. Hen- 
drickson said : 

The time will come, of course, when CCC inventories will be sharply reduced 
from current levels. No one known to me is capable of prophesy as to the tim- 
ing or extent of such reduction. Accordingly, we do not know when average 

capacity of the greatly expanded commercial storage space will fall below the 

average breakeven point. It could be soon. This points to a problem which will 
then arise. If and when there are only 1 to 2 billion bushels of grain to store 
for CCC and normal market needs, with more than 4 billion bushels of space 
available, a period of unbridled competition will begin which will bankrupt many 


warehousemen. It is not a pleasant prospect. It hovers as a specter in the 
shadows of every cupola crowning the warehouses of the land. 
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In the light of that, aren’t many of these established warehousemen 
who have been in the business for years and years likely to be faced 
with drastic competition from new storage space never needed for 
private business which would never have been built except for CCC 
policy of giving preference to anyone who builds a warehouse 
anywhere ? 

Mr. McLain. I agree with everything you said except your use of 
the term “CCC.” I think you would have to spread the responsibility 
further than CCC because I think the Congress and the public is 
responsible for the programs we have. Let’s not leave out anybody. 
The good Lord is partially responsible, because the last 3 years we have 
had the most bountiful crops generally over the whole Nation we ever 
had in the history of this country, and if you look at the yield 

Mr. Nauecuron. I am not sure whether Mr, Benson is blaming the 

1 Lord or Congress, but I guess he is closer to the Lord. 

Mr. McLain. I think Mr. Benson will take care of himself on that 
score. 

I think there are a lot of reasons why this has happened. Now, 
getting back to your question. What have we been doing about it? 
We have stated as nice as we can that we don’t think we ought to have 
any more expansion at the time; and, other than that, if you have 
suggestions as to what we might do, we will be glad to have them. 

Mr. Naveuton. Let’s take a hypothetical situation of a community 
that has an existing warehouse, and the farmers around are very satis- 
fied ; it performs good service; it is about 85 percent full; there is a bin 
site nearby which holds a million bushels and has a half-million bushels 
in it, and this is perfectly adequate, more than adequate for the com- 
mercial needs of this community and the estimated future needs for 
the next 20 years. 

Now, there are some businessmen in a neighboring town who are 
anxious to make some money on grain storage, and they anticipate that 
the takeover of crop is going to be enough that if they build a flat 
storage warehouse at a cost of 15 or 20 cents a bushel, under the arbi- 
trary and automatic policy of CCC of filling all grain storage which 
is constructed anywhere, they will then be filled with Government 
grain and the taxpayers will pay storage on that for a year or 2 years 
at 16.5 cents a bushel per year. 

At some time the needs for storage are going to decline, and then 
you have two warehouses in that town, and you have competition for 
the established man which has been brought about by the policy, 
because if you wouldn’t fill that warehouse with Government grain 
they wouldn’t build it there, because they wouldn’t get anywhere, they 
wouldn’t get grain anywhere else, and you didn’t need the space because 
you had plenty of space in the bins. 

Wouldn’t it make sense to operate the policy of preference with some 
regard to the need for space in a community. You can’t tell the man 
where to build it, but you don’t have to fill it with grain for him. 

Mr. McLarn. If you have suggestions in this area you want to 
make, we will be happy to have them. Let me add at this time this 
point. 

From the beginning of the expansion of these programs, we have 
had people that have been in the warehouse business that have dis- 
couraged any further expansion, and quite reasonably for selfish 
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reasons. I have one very good friend in the Southwest area, that 
just had a fit over this occupancy agreement. 

He said, “We don’t need it, I have got a big facility here, I just don’t 
think we ought to expand.” 

Well, of course, he was thinking of his own private little operation, 
and it is natural that a lot of people would feel this way. 

When I tell a fellow he can’t start a barbershop or a shoeshine parlor 
down at the end of the street by Government action, I want you to 
do it rather than me. 

Mr. Naventon. Well, these facilities, some of them that are growing 
up, have never had any established business. 

Mr. McLain. Listen, Mr. Naughton, if we were to confine our ac- 
tivity to the people that have been in the business, we would never 
have gotten this problem solved. 

Mr. Naveuton. I am not saying new people shouldn’t come in, 
but these people have never been in the storage business, they have 
not had an established business, and their only prospect of getting 
an income is from Government grain. 

The taxpayers are going to: pay for this warehouse, and the tax- 
payers have already paid for excellent bins adequate to store the tax- 
payers’ grain. Why should the taxpayers have to pay for two storage 
facilities at one location when they only need one? 

Mr. McLain. Well, of course, I am not agreeing with all you are 
saying here. I just say that we again don’t agree to use anybody’s 
storage just because he puts it up. “You are making a lot of assump- 
tions here that we are going to agree to use it. 

Mr. Navenron. If he puts an adequate building up. 

Mr. McLarn. If we don’t need that building, we don’t use it. There 
are several elevators that have been built that haven’t been used. 

Mr. Naventon. You will not put grain in your own bins as long 
as there is empty commercial space ? 

Mr. McLarty. If it is overbuilt, many of these spaces that are just 
recently being built in my judgment may never be filled with our grain. 
There is no guarantee we are going to fill them. 

Mr. Naventon. You are going ‘to fill them as long as you have grain 
to put in them ? 

Mr. McLarn. That is correct. 

Mr. Navewton. And you are going to leave your own bins empty? 

Mr. McLarty. We will leave them empty if they aren’t already 
filled. 

Mr. Navenron. Isn’t it true you will be paying for two facilities 
in one location where you only need one 2 

Mr. McLarty. I don’t agree. 

Mr. Naveuton. You pay for the bins. 

Mr. McLarn. That is correct. 

Mr. Naventon. The new warehouse is—100 percent of the income 
is from Government grain. 

Mr. McLarty. You are making this assumption. 

Mr. Naventon. Well, this has happened in some cases. 

Mr. McLarn. In some isolated cases, you suspect. If you are going 
to draw - conclusion from an isolated case—— 

Mr. Navenron. Under your policy, it could happen anywhere. 
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Mr. McLain. Anything can happen, if you take the hypothesis in 
making the assumption. 

Mr. Naveuton. I am interpreting your policy to see what it can 
lead to 

Mr. "McL. AIN. Well, our policy—let’s be right plain about it—we 
think we have gone ¢ about as far with expansion of storage as we ought 
togo. We have said this two or three times. 

Now, your suggestion is if somebody else builds a warehouse we 
don’t let them enter into a uniform grain storage agreement. If that 
is what the committee wants to recommend 

Mr. Naveuton. No; it is perfectly appropriate to let them enter 
into a uniform storage agreement. 

I am suggesting where you have adequate commercial space and bin 
space in a town already, and someone else comes along 

Mr. McLarn. You fill the bins and leave the someone else out ? 

Mr. Naveuton. Well, that you start some kind of a policy so you 
don’t have empty bins all over the country and new commercial ware- 
houses going up alongside them. 

Mr. Mc Law. If you ever get the grain surplus problem solved and 
this would have been true in, the previous administration and will be 
true in the next, there are going to be a lot of empty bins. 

I think if that time comes, the Government bins ought to be sold. 
A lot of them ought to be put back on the farms, and most are of the 
type that can be moved. That is where they should have been to start 
with. 

If the farmers had the space out there to begin with, we probably 
wouldn’t have needed them at all. 

When you start drawing a distinction between Joe Doaks that came 
in late and Joe Doaks that has been there a long time, if you have 
recommendations on this—— 

Mr. Naveuton. I suggest that fellow that comes in and starts an 
enterprise where obviously there would be no prospect of success ex- 
cept by siphoning grain away from CCC bins, he certainly should not 
have preference. Why should the taxpayers subsidize him? 

Mr. McLain. Well, you make an assumption here that I don’t 
agree with. 

Mr. Naveuton. One point on farm storage. You indicated that 
you are desirous of further expanding farm storage, and I think that 
is fine. You are desirous of not encouraging further expansion of 
commercial enterprise. 

Mr. McLain. That is correct. 

Mr. Naucutron. Now, one of the reasons that a reduction of rate 
is being discussed is because 1% is felt there has been some incentive 
for expansion in the commercial storage rate. 

Mr. McLain. That is correct. 

Mr. Naucuron. But you have tied the farm reseal rate to the 
commercial rate, so if you lower the commercial rate to discourage 
expansion, which is what you want to do on the commercial ware- 
houses, aren’t you at the same time tying the reseal rate into 
that discouraging expansion on farm stor age which is something you 
don’t want todo? Why tie the two together ? 

Mr. McLain. Well, listen, Mr. Naughton. This committee can 
make any recommendation on this score that they want to. We have 
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as a matter of policy felt that the farmer was entitled to all the 
privileges a warehouseman has. This is what we have given him, 
We never thought he was entitled to more than that, other than bene- 
fits he gets by keeping title to the grain and having the possibility 
of being able to sell it at a profit. : 

It would not be my recommendation that this policy be changed, 
If it is the recommendation of this committee that it be changed, 
certainly it would be given careful consideration. 

Mr. Naventon. You can hardly expect to achieve expansion of 
farm storage by lowering the rate. 

Mr. McLarty. You are assuming the rates are going to be lowered, 
I don’t know who told you this. 

Mr. Navewron. Mr. Palmby did, for one. 

Mr. McLarn. We think we are in a position to negotiate a lower 
rate, but we don’t have an agreement signed yet, and I don’t want 
the record to show that because of this conversation we are going 
to have a gigantic cut in the rates, because this has not been fully 
decided yet. 

Mr. Fountatn. I would like to say this, Mr. Secretary, that, of 
course, Mr. Naughton is asking questions based upon such informa- 
tion as he has, but so far as I am concerned as a member of the com- 
mittee, the committee—I certainly don’t have any preconceived notion, 
and I am sure the committee doesn’t. 

What we are interested in is saving the taxpayers money and finding 
out how these policies are operating, and if out of all the information 
we get we are able to make some suggestions, then, of course, we 
will do so. 

Mr. McLary. We will appreciate that. 

Mr. Fountain. But there is one question I do want to ask you 
for the record. 

Is it not true that the only money the farmer gets out of these 
operations is the price he gets for his product, except in those cases 
involving those farmers who stored commodities on the farm? 

In other words, all of these costs to the taxpayers do not go to the 
farmer ? 

Mr. McLarty. That is correct, we have said so many times, Mr. 
Fountain. The Secretary has said this a hundred times. 

Mr. Founrarn. But somehow there seems to be an erroneous im- 
pression, notwithstanding that, on the part of a lot of people. 

Mr. McLarn. That is correct. 

Mr. Fountarn. That all of these costs are going to the farmer, that 
all of this is subsidy to the farmer. 

Mr. McLatn. We have never said that. 

We resent such statements just as much as you do. | 

Mr. Fountain. And I would like to also say that so far as cutting 
rates is concerned, whether it be to the farmer or to the private ware- 
houseman, if the cost of storage is excessive and the rates ought to be 
cut, I think they ought to be cut. g 

Mr. McLain. They will be cut if we think that, and we are in a 
much better position today than we have ever been in this adminis- 
tration or the previous administration to do something about it. 

Mr. Naveunton. Mr. McLain, what does the Department of Agri- 
culture regard as a desirable level of carryover on the major crops, 
particularly corn and wheat ? 
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Mr. McLain. Well, I think we ought to get into the record here 
what the statutes say in each of these instances. I won’t repeat them, 
but I can give you my opinion which I think reflects the opinion of 
the Department. As you know, each of these laws has a different set 
of formulas by which you arrive at certain conclusions which are 
very complicated for a person that hasn’t studied them. 

T think a safe rule of thumb from the standpoint of my vantage 

int in trying to stay on top of all this would be a carryover from a 
fourth to a third of a normal year’s production. 

Now, let me qualify that by saying that feed grains are vital to 
this country because of the impact they have on livestock production. 
We have had some experiences in the past, several times, when we 
almost ran out of feed grains and we just had a heck of a time. 

Some of us would kind of like to get nearer that point than we 
now are. If we had just a half a crop again in 1 year, we would be 
there, so we are not quite so excited about the size of the feed grain 
supply as some people are. : ' 

Our feed grains, today, taking all feed grains, not just corn alone, 
because when you talk about feed grain you have to talk about them 
all, would be about enough to take care of 5 months of the type of 
livestock feeding we are doing today. We just have seen an example 
here with the grocery stores shut by a strike of how frantic people 
get. Saturday night I had the experience of my life watching 
women jump all over one another trying to get the last piece of ham 
ina grocery store, and this was only after 3 days of closed chainstores. 

I think it behooves all of us to be sure that we don’t get in a position 
where we would have a real shortage, and therefore I think our feeling 
in the Department is that the carryover stocks of feed grains ought 
to be higher than what the legislative formula says. I say that in the 
neighborhood of a fourth to a third of a normal year’s production in 
our judgment makes sense. 

Mr. Naveuton. That would be about a billion bushels on corn ? 

Mr. McLarn. It would be in that neighborhood. 

Mr. Naughton, when we talk about carryover, let’s be sure we get 
this straight. CCC does not have all the carryover. It never has. 

Mr. Naventon. Most of it, but not all. 

Mr. McLarn. Well, with feed grains—— 

Mr. Naventon. Feed grains are an exception. 

Mr. McLarty. A lot of times it didn’t have nearly all of it. Those 
of us that are close to the farm know that a lot of farmers have an 
extra crib of corn or oats that nobody knows anything about, until 
we try to get the inventory on it at the first of the year. 

Mr. Smrru. Under your definition, then—and I don’t disagree with 
you at all, we have never had what you would call an abnormal or 
Lovely ae carryover more than we would need until the last 2 years, 

ve we! 

Mr. McLarn. Under current conditions that is so. I think if you 
went back 10 years things were somewhat different. Our population 
has grown rapidly, and we are having better diet. I think it is wise 
policy for any administration to be sure that we don’t run all this 
stuff out of the bottom of the funnel and are faced with a shortage. 

_ We have some commitments abroad. We had a little sample of it 
i some of our giveaways of milk products. It worries me as I see 
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these things develop, but we had to shut it off or we would have had 
panic all over the place. 

Mr. Sairu. I don’t disagree at all, but isn’t it true under your 
definition we never had more than we needed until the last 2 years in 
the way of feed grain ? 

Mr. McLarn. Well, I would have to check the record on that. Our 
yields have been up tremendously. We had quite a buildup a time or 
two ahead of World War II. Corn yields have gone up to 51 bushel 
average as compared to an average of 25.5 bushels for the 10 years 
in the thirties. The yield of grain sorghums has doubled in a few 
years. 

Mr. Surry. And acreage has gone up in the past year. 

Mr. McLarty. Well, the acreage of feed grains has gone down from 
what it was in 1955. 

Mr. Smiru. You are mixing 

Mr. McLarn. I am not mixing anything. I am laying all the feed 
grains together, as the feed mixer does. It doesn’t make much differ- 
ence to a hen whether she eats corn, oats, or some other feed grain. 

Mr. Smiru. It makes a lot of difference how much feed they have, 
whether it is an acre of barley or an acre of corn; 51 bushels of corn 
is more than 28 bushels of barley. 

Mr. McLarn. When you compare barley with wheat, you have an- 
other comparison, and when you compare barley with grain sorghums, 
you have still another comparison. 

Mr. Naveutron. Would you say 

Mr. McLatn. Let’s get the record straight. Our corn crop in 1959, 
primarily because of a big yield, was up a little over 4 billion. Nor- 
mally our average runs 3.8 or 3.6 billion bushels. 

Now, I would like to have more of our carryover in somebody else’s 
hand than the Government. Let’s don’t get that wrong. 

Mr. Naveuton. You anticipated the next question I was going to 
ask, but first let me ask to see if we can get a figure on wheat. The 
production has been running about a billion or 1.2 billion bushels. 

Would you say 400,000,000 or 500,000,000, or what ? 

Mr. McLain. We are way overstocked with wheat. We havea year 
and a quarter supply of wheat carryover as compared to feed grains 
carryover of 4 or 5 months supply. 

Mr. Navueuton. Well, now, do you think—certainly 300 or 400 mil- 
lion bushels of wheat and around a billion bushels of corn are a de- 
sirable carryover in the opinion of the Department. 

Do you think this carryover should be carried by the private trade, 
or do you think the Government should maintain a permanent in- 
ventory ? 

Mr. McLarty. I would hate to hear anybody say that the Govern- 
ment ought to maintain the inventory. Now, it may be for a while 
that part of it will have to be carried that way, but I think it would 
be cheaper all the way around and especially for the taxpayer if some- 
body else maintained it. 

Mr. Naveuton. How long do you think it would be before the Gov- 
ernment can dispose of its inventories ? ; 

Mr. McLain. You tellme what the weather is going to be and I will 
answer. that. 

Mr. Naueuton. It is likely to be 5 years or more, isn’t it? 
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Mr. McLarn. I wouldn’t want to guess. If we had just 1 year of 
a half a crop, it would disappear overnight. If we have the same kind 
of abnormally good weather we have had for 3 years, we have a real 
problem. 

Mr. Naventon. The Secretary has been trying for about 7 years 
now, and hasn’t exactly liquidated the inventories yet, so I guess it is 
fair to say it probably is going to be at least another 5 5 before you 
are clear out. 

Mr. McLain. Let me make another statement, because I am going 
to appear be fore Mr. Ellender’s committee, and this is fresh in my 
mind. Let’s don’t lay all this on the present Secretary. Mr. Bran- 
nan, when he went out, didn’t have wheat allotments for the years 
1952 and 1953. If you w ant to look at the ree ord and find sor nething 
interesting, you will find the biggest buildup in wheat stocks in the 
history of this country hap pened because of those two crops, the 
biggest by far. 

Mr. N ,UGHTON. Even bigger than the 1958 crop { 2 

Mr. McLain. Yes, the buildup i in wheat stocks, because of those 2 
years’ actions, was the greatest it has ever been in the history of this 
country. 

Mr. Smiru. And this again was an action taken in view of the 
Korean war to take off allotments. 

Mr. McLarty. It is an interesting piece of reading, Mr. Smith. I 
don’t have it here. 

Mr. Smiru. It is obvious this is a period again when we had no 
allotments. 

Mr. McLaty. I think it is probably more obvious that 1952 was an 
election year. 

Mr. Smirn. Just tell me now what connection that has with the 
big wheat crop in 1952. 

Mr. McLarn. I am just telling you that the buildup, because of 
those 2 years, is the biggest it has ever been in the history of this 
country, that is all. 

Mr. Smiru. And those were the 2 years when Congress went ahead 
and told them to raise all they wanted because of the Korean war. 
It was 1951 when this was done, isn’t that right? 

Mr. McLain. I said for the years 1952 and 1953 we had no allot- 
ments on wheat. The result was our biggest buildup of wheat. 

Mr. Smiru. And the action was taken in 1951. 

Mr. McLarty. Oh, no. The action on the 1953 allotments was taken 
along in the middle of 1952. 

Mr. Smiru. They were given a promise 2 years ahead there would 
be no allotments during the Korean war so they would increase their 
production. 

Mr. McLain. Well, you read the record, it is interesting reading. 

Mr. Naveuron. How much do you estimate it costs CCC in storage 
charges and interest for each bushel of corn it takes over this year 
before it gets rid of it? , 

Mr, McLain. We will furnish that for the record. You wouldn’t 
expect me to answer that——— 

Mr. Naventon. You are not going to be able to give an exact figure 
anyhow, because you don’t know how long you are going to keep it. 


Mr. McLain. That is right. 
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Mr. Navcuron. Let’s assume it is about 5 years. That is a reason- 
able estimate, isn’t it? 

Mr. McLarn. You set down the assumptions you want and we will 
do the best we can. 

Mr. Naventron. Well, assuming it is 5 years, and I think that that 
is probably a fair assumption, before you are going to dispose of your 
corn inventory totally, it costs you perhaps 17 cents a year storage 
and handling charges, then 2 or 3 cents interest. You are going to 
build up a dollar a bushel on that, aren’t you ? 

Mr. McLatn. Well, storage costs run into money, Mr. Naughton, 
if you keep it a long time. Everybody understands this. I wouldn't 
want to answer your question. Again I say to you if you make your 
assumptions, get them down the best you can and we will try to 
furnish for the record what our estimate would be. 

Mr. Naventon. Well, it wouldn’t be too unlikely it will cost you a 
dollar a bushel on storage and interest for every bushel you take over 
this year, the increase in inventory ? 

Mr. McLarn. I wouldn’t make that statement, no. 

Mr. Naventon. How much do you think? 

Mr. McLatn. I said I am not prepared tosay. I have tried to make 
that clear. I think this kind of estimate is just shooting in the dark, 
and I don’t like to shoot in the dark. 

Mr. Naventon. In making your plans for what is the best type of 
farm program, it seems to me that is information that is very pertinent. 

Mr. Palmby, would you have any estimate on that ? 

Mr. Patmpy. No; I wouldn't. 

Mr. Naveuton. Would you disagree if I say it would probably 
cost a dollar a bushel ? 

Mr. Patmpy. I agree with Mr. Secretary, here. Unless I know the 
assumption I can’t reach a conclusion. You can’t start from nothing, 
that is all. 

Mr. Naventon. Well, I don’t happen to have the figures here, but 
it seems to me somebody in making assumptions as to how much you 
would save on the soil bank on every bushel you didn’t take over came 
up with a cost even higher than that. Do you recall that? 

The Department never furnished you figures on estimated savings 
through not acquiring inventories because of the soil bank? 

Mr. McLatrn. I can’t answer that, Mr. Naughton, but if there have 
been any figures made on it, we will furnish them for the record, for 
you. 

(The information is as follows :) 


An estimate of the impact of the 1960 conservation reserve program contained 
the figure of 183,174,000 bushels as the reduction in corn production caused by 
the program. This forecast did not contain estimates of savings of storage 
charges. 


Mr. Naveuton. Well, I will assume for the remainder of this ques- 
tioning that a dollar a bushel is about it. You are not in a position to 
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give me any facts to dispute that that isn’t a reasonable figure for the 
cost ? 

Mr. McLain. I wouldn’t dispute what you are saying. It is your 
privilege to make the assumptions that you want. 

Mr. Naveuron. Now, Secretary Benson’s program on corn was in 
full effect for the first time during 1959, practically full effect. I guess 
he would like to have had authority to set the support price a few 
cents lower, but it was almost in full effect. What happened to corn 

roduction / 

Mr. McLarn. I will be glad to give it to you. You can get it out 
of the Crop Production 1959 Annual Summary. I believe I[ have it 
here. 

The harvested acreage in 1959 of corn was 84,609,000. 

Of all feed grains, it was 143,754,000 acres. 

This compared with 1955 which was a year ahead of the acreage 
reserve program for the soil bank, we had 146,203,000 acres of all 
feed grains, which shows a decrease in 1959 from what it was in 1955 
just ahead of the acreage reserve program of about 2.5 to 3 million 
acres. 

Now, I have some other figures here. 

Mr. Navueuton. You say the corn production decreased in 1959 
from 1958/ I must have lost you along the way, because that wasn’t 
my impression. 

Mr. McLarty. No; I didn’t say that. I gave you the corn acreage, 
and then I gave you the acreage of feed grains. 

Mr. Naveuton. My question was what happened to corn produc- 
tion in 1959 over 1958? 

Mr. McLarn. It went up, 84,609,000 as compared with 73,327,000, 
but when you asked that question, I think you ought to relate it to 
what has happened to total feed production, which is more important 
to the story. 

Now, for your information, I have gone back, clear back to 1938, and 
I would like to furnish this for the record, Mr. Chairman, if I could, 
what happened to corn acreage in the years we have not had corn allot- 
ments, and there have been a good many of such years. 

I would point out, to emphasize what I want to say, that in 1953— 
the year that Mr. Brannan decided that there would be no corn allot- 
ments—we planted, and these figures are on the planted basis, we 
planted 81,574,000 acres of corn in this country. 

In 1954, when we put corn allotments on, the corn allotments were 
46,996,000 acres, and we planted 82,185,000 acres. In other words, we 
put corn allotments on in 1954 and planted more acres of corn than 
we did in 1953. 

If you want some interesting things to study, I will be glad to make 
this matter of record. If you look at what has happened to corn 
acreage in this country when we had corn allotments and didn’t, you 
will get all of the evidence you want. 
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(The table supplied by the Department of Agriculture is as 
follows :) 


Acreage data for corn and wheat, 1938-59 


[In thousands of acres] 


























Wheat acreage All corn acreage Corn compliance 
with allotments 
Year | Number 

| of coun- | Allotted | Planted Har- 

| Allot- Seeded Har- ties in incom- | United vested | Percent | Percent 

| ment vested com- mercial | States United | of farms | of acres 

mercial area States 

area 
tice 62, 500 78, 981 69, 197 566 40, 491 94, 473 92, 160 (4) (4) 
1939......- | 65,000 62, 802 52, 669 586 41, 256 91, 639 88, 27! (4) (4) 
1940...-__- | 62,000 | 61,820] 53,273 599 | 36,638 | 88,692] 86,429] (4) (4) 
ee 62, 000 62, 707 55, 935 623 37, 300 86, 837 85, 357 | (4) (*) 
=e | 55,000 53, 000 49, 773 623 41, 338 88, 818 87, 367 (4) | (4) 
1943....... | 55,000 55, 984 51, 355 623 | 143,423 94, 341 GRGee 1. ..<..s...1 55. 3s 
) | a (2) 66, 190 59, 749 (2) (2) 95, 475 CRGe Bievcdecccstanceueeee 
1945__.____| (2) | 69,192 65, 167 (2) (2) 89, 261 Oy, 0ee 1582222522 
a (2) | 71,578 67, 105 (2) (2) 88, 898 87, 585 |...-.- 
Senos) (2) | 78,318 74, 519 (2) (2) 85, 038 BRO bwin | eacavekennte 
Sin cee | (2) | 78,345 72, 418 (2) (2) 85, 522 DEP Ftd cemamonl hidieees 
1949._..._. | (2) | 83, 905 75, 910 (2) (2) 86, 738 SE decensanndclemeaeiee 
= | 72,776 71, 287 61, 607 837 46, 247 82, 859 GRO oes 5u5cctcd dees 
Seek 3 72, 785 78, 524 61, 873 (?) (2) 83, 275 CE A) | oon suinins ssc cen 
Bienes | (3) | 78,645] 71,130 (2) (2) 82,230 | 80,940 |--.-_..- <leccasaeael 
re | (2) 78, 931 67, 840 (2) (2) 81, 574 SD, GRR il siccs nwhdédducmiite 
1954_..-__- | 62,809] 62,539] 54/356 834| 46,996 | 82,185 | 80, 186 40. 2 29.9 
1955.....- "| 55, 802 58, 241 47, 285 805 49, 843 81, 097 79, 530 51.4 | 40.5 
1956...--.-| 56,226 60,658 49, 784 840 43, 281 78, 219 75, 634 43.9 30.7 
es 55, 000 49, 852 43, 806 894 37, 289 73, 947 72, 616 38. 6 | 14.0 
1958_...... | 55, 000 56, 269 53, 404 932 | 38,818 74, 513 73, 327 (*) | (‘) 
ee | 55, 000 58,043 | 53,024 (2) | (?) 85, 530 90, Gee. leoncpayttaineaee 


| | 





1 1943 allotments terminated January 8, 1943. 
2 No allotments in effect. 

31951 allotments suspended. 

4 Not available. 


Mr. Navueurton. In 1958 we had corn allotments. In 1959 we 
didn’t. What happened to corn acreage? 

Mr. McLarn. We had the acreage reserve program in 1958, which 
took out close to 7 million acres of corn. That acreage all practically 
went back to corn. 

We had a cutback in grain sorghums, in soybeans, in barley and in 
most all of the feed grains. This is why I am giving you the figure 
of total feed grains rather than corn, because if you want to ‘elk at 
this objectively, you have to look at the whole picture. You can’t 
just take part of it. 

This malarkey that corn allotments would work 
Mr. Naveuton. I wouldn’t call it malarkey, but we might get into 





it. 

Mr. McLarty. I would like to read for your information, if I 
might—three or four short statements—a part of a statement made 
at the request of the Appropriations Subcommittee on Agriculture. 

Mr. Naventon. Do you have a copy of that ? 

Mr. McLarty. Yes; I will furnish it for you. 

Briefly, this is the background of the study. The study summarized 
in this publication was initiated in July of 1955 in response to a request 
from the Appropriations Committee of the 84th Congress that the 
Agricultural Research Service, U.S. Department, make a special study 
of the effect of farm income on the general economy of the United 
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States and the effect of acreage reductions imposed on 1954 and 1955 
crops. : : ' 
he study was designed chiefly to analyze the national and regional 

effects of the program and to apprise it in the number of selected areas. 

Then I would like for the record to just quote three or four little 
brief statements. 

On page 1, this statement: 

An 8-percent reduction from 1953 to 1955 in total production of four basic 
allotment crops—cotton, wheat, corn, and rice—was more than offset by an 
increase in production of nonallotment crops. Land and other resources diverted 


from production of these crops were used mainly to grow feed grains other than 
corn. 


Then just a couple of other little statements here. 


Allotment programs of the last 2 years—1954 and 1955—have not induced 
any significant shift to conservation system of farming. 

Conversion of land and other production resources from allotment crops to 
feed grains other than corn resulted in a 10-percent increase in production of 
feed grains and an accumulation of total stocks of feed grains at record high 
levels. 


Then one other brief one: 


From 1953 to 1955, when the planted acreage of the four allotment crops 
decreased by nearly 29 million acres, the acreage of other field crops increased 
py about 27 million acres. Most of the diverted land was used for seven crops— 
oats, barley, sorghums, soybeans, flaxseed, rye, and hay. 

Mr. Smrrxu. What you are saying, and I fully agree, is that failure 
to have cross-compliance is what built up the surplus, rather than the 
failure of acreage allotments. 

Mr. McLarn. I just say allotment programs have never worked. 

Mr. Smrru. Without cross-compliance. 

Mr. McLarn. Congress never made cross-compliance mandatory. 
If they decide to do this, we don’t know what the result would be. 

Mr. Smiru. It was certainly within the authority 

Mr. McLain. It was always within the authority of the Secretary 
of Agriculture. Congress was very generous in granting the au- 
thority, but not the mandate that it be done. 

Mr. Smiru. For the first time in history you came to an unmanage- 
able situation in the last 2 or 3 years when cross-compliance was 
never used. 

Mr. McLarn. We have had several times in the past when I hap- 
pened to be close to these programs clear back in the beginning, 
when we had right serious situations. The Second World War bailed 
us out once, the drought once, and Korean bailed us out. 

It can be said this simply: If Congress intended to have cross- 
compliance, they would have put it into the statute as a mandate, 
but they never saw fit to do it. 

Mr. Fountain, let me say this: In your area it became quite an 
issue. In 1954, they passed a statute that said that anybody that 
received ACP payments would have to comply with the acreage al- 
lotments. The reason I remember it so well, the director of your 
experiment station came to me about it. Congress could hardly 
wait to get back to change this law. They struck it off the books, 

ause there was just complete rebellion from farmers that wanted 
to use the ACP program and didn’t want to meet corn allotments in 
part of the Southeast and in other places. 

















1254 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Our feeling is that if this committee wants to recommend that we 
have cross-compliance, the recommendation ought to be that the 
Congress put it in the statute as a mandate rather than an option. 

Mr. Fountarn. What is your opinion as to the advisability of us. 
ing cross-compliance ? 

Mr. McLarty. Farmers would rebel, Mr. Fountain. They wouldn't 
be a part of it. We had to remove marketing quotas from corn in 
1954. It was almost the unanimous feeling they had to be taken 
off or we would have had to have a policeman on every quarter sec- 
tion. It was completely unworkable. 

The allotment programs we have had, as you well known, we had 
a 55-acre minimum allotment for wheat which everybody agrees 
makes no attempt to control wheat production. We have around a 
16-million-acre minimum with cotton, which is of the same category, 
The only program that ever has been made to do anything about pro- 
duction has been tobacco. They have done a good job in trying te 
do something about it. This is a matter of record. 

Mr. Soiru. In the case of wheat, Congress did speak out very 
much last year. They said they wanted to cut production to 43 
million acres, and it was vetoed. 

Mr. McLarty. You said some other things along with it, Mr. Smith. 

It wasn’t 43 million that caused the veto. 

Mr. Naventon. Is it the position of the Department that high 
supports is what causes overproduction ? 

Mr. McLarty. Oh, I wouldn’t say it was the position of the De- 
partment. If we look back at history, when war came we wanted 
production increased ; Congress raised the support level to get it done. 
The amendment was carried on past the end of the war in order to 
protect the farmers. 

Mr. Founrain. You raised supports, but you didn’t control pro- 
duction. 

Mr. McLain. Well, there was a few years in the interim when 
we had brief controls, but by and large this is right. We always 
felt what comes up also comes down, and if you raise supports to 
increase production, you are a little hard put to say that some reduc- 
tion over a period of time won’t have some effect on decreasing it. 

Now, we have to admit, of course, that we have learned how to use 
fertilizers and irrigate and do a lot of things that years ago we didn’t 
know about, and we have the size of the unit which enters into it, 
as we all know, so there are many factors that enter into it, and tend 
to increase production. 

Mr. Navewton. Of course, anybody knows that higher supports 
with an unlimited acreage are certainly calculated to increase produc- 
tion, but what about higher supports as an inducement for restricted 
acreage ! 

Mr. McLain. If you slap on absolute cross-compliance, if Congress 
wants to do this, then I think it might have some effect, if you put it 
on a bushel basis. 

Mr. Naveuron. In other words, cross-compliance would work? 

Mr. McLatn. If you put it on a bushelage basis, it would work, but 
never on an acreage basis. 

Mr. Naveuton. Does the Secretary have authority currently to put 
it on a bushelage basis ¢ 
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Mr. McLarn. I think it is questionable. I think Mr. Shulman could 
answer this better than I. 

Mr. Suutman. I think not. 

Mr. Naucuton. It has never been requested ? 

Mr. SuHutmMan. We have no support, we have no authority to put 
wheat quotas on a bushelage basis. They must be measured by acreage 
allotments. The same is true of rice and tobacco and peanuts. 

Mr. Smiru. The Library of Congress says there is about 20 percent 
slippage here—in other words, 25 percent reduction in acreage would 
give you 20 percent reduction in bushels. Do you disagree with that? 

Mr. McLain. Whenever you start reducing acreage, the farmer does 
the natural thing—he takes the acreage he has left and tries to produce 
what he has produced before. This is partially why we built the fer- 
tilizer industry. Not too far from where you live people are using 
supplemental irrigation, to get that big yield. 

Mr. Smiru. Do you disagree with the Library of Congress estimate 
on that? That was their estimate on the wheat bill. 

Mr. McLain. I don’t agree with everything that comes out of the 
Library of Congress. 

Mr. Smirn. This one thing is all I am asking you about. 

Mr. McLatn. Say it again. 

Mr. Smiru. They estimated if we had a 25-percent reduction in acre- 
age, we would get a 20-percent reduction in bushels. 

Mr. McLain. I wouldn’t agree with that. I wouldn’t think we 
would get near that much. If you reduce the acreage 25 percent, we 
can pour on the fertilizer. You see, we have these various areas that 
still haven’t applied all the fertilizer they could. 

Mr. Smiru. But not much of that is wheat area. 

Mr. McLain. Well, I am talking about all grains. 

Mr. Smiru. With regard to wheat which is the main problem, the 
Secretary says—— 

Mr. McLain. This is more accurate with wheat than with feed 
grain. 

Mr. Smirn. You can’t get much more out of fertilizer on wheat, you 
need more moisture. 

Mr. McLain. But we are getting supplemental irrigation on wheat 
in quite a lot of the areas, you see. Nebraska is getting a lot of sup- 
plemental irrigation. 

Mr. Naventon. I think maybe we can agree on one thing here, and 
that is that the farmer has done a tremendous job of production, and 
even though the processors have soaked up a lot of that in increased 
handling charges, still it results in food being about the biggest bar- 
gainthe American people can buy. 

Mr. Mclain. Food is the best buy for a workingman today that 
there is. 

Mr. Naveuton. Of course, the farmers’ income has gone down 
while everybody else’s has gone up, his prices have gone down, and 
really it is a kind of subsidy by the farmer of the public, isn’t it? 

Mr. McLain. You call it what you want. I think the areas where 
we have interfered the least, with the exception of tobacco, the farmers 
have done the best. Of course, we have always been strong advocates 
of, and I am sure every member of this committee is in agreement, a 
reasonable loan to effect orderly marketing. This was the intent of 
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the act when it was first established back in the early days when I was 
working with these programs. 

The wildest dreamers at that time never dreamed of using price 
supports to put a ceiling over prices, they would have thought you 
were nuts if you suggested this. This is what has happened, of course, 

Mr. Naveuton. Well, price supports, of course, have an effect, but 
it seems to me, doesn’t the average farmer these days go out and try 
to grow about as much as he can from every acre, regardless of what 
the price support is ? 

Mr. McLarn. If you are a good farmer, that is what you try to do, 

Mr. Navueuron. And, as a matter of fact, wasn’t there a substan- 
tial reduction in the support price on wheat from 1957 to 1958? 

Mr. McLarn. There was some. I can furnish it for the record here, 
I don’t believe I have it right here. 

Mr. Paumsy. It is 18 cents. 

Mr. Navenron. That is pretty substantial. Now, what happened 
in the production of wheat from 1957 to 1958 ? 

Mr. McLatn. Well, now, Mr. Naughton, if you are going to look 
at this, look at yield per acre. 

Mr. Naventon. Let’s look at production, first. 

Mr. McLain. All right. 

Mr. Naveuton. Didn’t you have about the record wheat crop of all 
time in 1958 ? 

Mr. McLarn. Because of yield. 

Mr. Navecuton. But the low supports didn’t do a thing to cut the 
production, apparently. 

Mr. McLatrn. Of course, again you want to study what the yields 
show. Let me just cite you here with corn, in 1944, our average yield 
was 32.8. In 1959, it was 51.5. 

Grain sorghums—this is fantastic—in 1944, the yield was 19.7 
bushels, in 1959 it was 37.2—double the 1944 figure. 

We have had a similar increase in many other yields. 

To get back to corn again, since 1956—prior to that time we only 
had 3 years where the corn yield ever got to 40 bushels, and that was 
1948 and 1952, and in 1955, since 1955, we haven’t had a year that 
has been below 45 bushels to the acre, and last year it was 51.5. 

Mr. Smiru. What are the estimates on 1958 and 1959 on yield per 
acre ¢ 

Mr. McLarn. 1959 is 51.5. 

Mr. Sur. What is 1958? 

Mr. McLain. 51.8. 

Mr. Smiru. So actually the yield per acre went down in 1959? 

Mr. McLarty. Three-tenths of a bushel. 

Mr. Smirn. You might say it is the same. 

Mr. McLatrn. Yes. 

Mr. Smiru. To come back to it, increased production had to come 
from increased acreage. 

Mr. McLain. Oh, everybody understands this. We took the 7 
million out of the acreage reserve, cut back on grain sorghum, soy- 
beans, and other things. 

Mr. Smirn. I thought you said the increase was due to yield. 
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Mr. McLarn. I am talking about the period of time since this ad- 
ministration has been in office. We get blamed for the good yield, 

ou see. It isn’t because of the fertilizer we spread, I might say. 

Mr. Naventon. There was an 18 cent per bushel cut in wheat 
supports from 1957 to 1958, but the acreage remained the same. 

Mr. McLarn. That is correct, the allotment has been the same. 

Mr. Naueuton. Now, granted there was an increase in yield which 
you have to expect every now and then, the wheat production in 1957 
with high supports was 950 million bushels. In 1958, with 18 cents 
lower support, it was 1,461 million bushels, an increase of about a 
half billion bushels, so that the lower support apparently did very little 
to discourage production, if anything. 

Mr. McLarn. Well, we had the acreage reserve in a big way in 1956 
and 1957 for wheat because of drought conditions in the Southwest. 
There was a mandate put into the law that we had to take wheatland 
that had really failed, and it was tried to get this extended in the act. 
We just paid a bonus out to the people even though they lost the 
crop. 

Mer. Naveuton. Like you did in Iowa in 1956? 

Mr. McLarn. It was a part of the same thing, it was a part of the 
law. 

Mr. Naventon. The law didn’t require it, did it? 

Mr. McLatn. Oh, yes, it did require it. 

Mr. Naveutron. You mean the change in policy in Iowa in 1956 
which saved you from having to go out and collect penalties right 
before election was required by the law? The Comptroller General 
says it wasn’t. 

Mr. McLatn. The statute requires us to take land even though the 
crop was not too good, and we tried to comply with the law. 

Mr. Nauenton. But, of course, after you had taken the land and 
the farmers had agreed to plow under the crop already planted, then 
you changed the regulations and allowed them to harvest this crop 
without paying the 50 percent penalty which they had agreed to pay? 

Mr. McLatrn. I think this is correct. We generally try to stand on 
the side of the farmer, Mr. Naughton. 

Mr. Naucuton. But wasn’t this change made after a meeting with 
then Governor Hoegh and some other Iowans running for office? 

Mr. McLain. There were several meetings held on it, I don’t recall 
how many. I remember this one you talk about, but I don’t think 
anybody has ever complained too seriously about the action taken. 

Mr. Naveuton. Farmers had been importuning the Department 
to change the policy, the State ASC Committee had been importuning 
them to change it all summer long, and the Secretary had adamantly 
resisted all the pressure from the farmers. 

Mr. McLatn. Oh, no, this is not accurate. Now let’s be sure we are 

accurate in what we say here. I was very close to the situation, and I 
know what happened. 
_ I met with a group of farmers out there. I was in the county office 
in Boone to check personally, and I think this action was completely 
in ae with what the farmers wanted and what the law permitted 
us to do. 


Mr. Navucuron. Was it also in accord with what the Governor 
wanted ? 
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Mr. McLarn. I imagine if we had Congressman Smith out there at 
the time he would have advocated it, also. 

Mr. Smiru. I would like to correct the record on that. I was one 
of those farmers who at that time thought that was a terrible thing to 
do, to let some farmers after they destroyed it get caught and the 
others come along a week later and harvest it. It just wasn’t right to 
buy stock they didn’t even have on the farm. 

Mr. McLary. You were in the minority, because the farmers by 
and large ; 

Mr. atl I think you underestimate the intelligence of some of 
those farmers out there. 

Mr. McLarn. I have said they are the smartest people on earth. I 
will always say that. 

Mr. Fountain. Of course, that was another election year, too. 

Mr. Naveuton. I am sure all those State representatives running 
for reelection were all very much concerned about the farmer, and I 
understand that. 

Were they also concerned with what the effect would be on their 
prospects if you went out and collected 50 percent penalties from a 
large number of farmers right before election ¢ 

Mr. Fountarn. I doubt if he could answer the question. 

Mr. Navueuton. He was at the meeting. 

Mr. McLarn. I wouldn’t want to answer for the Congressman. You 
ought to ask the Congressman and the Governor that question. 

Mr. Fountatn. He might have an opinion. 

Mr. Naveuton. They did talk to you. 

Mr. McLain. We get talked to every day by people who don’t like 
the way things are. 

Mr. Naveuton. Just for curiosity, did they mention that collection 
of penalties might have an adverse effect on election results, or was 
that never mentioned ? 

Mr. McLarn. To my knowledge, that wasn’t mentioned. We hada 
good many Democrats in the room, I might say, farmers that were 
Democrats. 

Mr. Naveuton. We have more than we used to. 

Mr. McLarn. In this area there have always been quite a few. 

Mr. Laneen. Mr. Chairman, I wonder if I might explore a matter 
very briefly, and I hope that some of these questions are not repeti- 
tious, and may I say the exploration is made in the interest of the 
farmers’ opportunity, nationwide. I do think that we do have a real 
obligation to the farmer, in meeting the situation that he is presently 
facing. 

Now, if my recollection is correct, the major part of the difficulty 
at the present time relative to storage and the problems that go with 
it are in the field of wheat and corn. Am I substantially correct 
there? 

Mr. McLarn. I would also include grain sorghums, because our 
carryover of grain sorghums are the equivalent of about 1 years 
production, and with corn, of course, the carryover is a whole lot 
less than that. 

Mr. Lancen. I should hasten to add grain sorghums to that. 
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Now, the experience in the field of corn, and I want to compliment 
the Secretary for speaking in terms of including the entire amount 
of feed grains, because I think they are important, I think they are 
related to each other, the problem certainly relates from one to the 
other, and in that field if my recollection again is correct, there have 
been some changes that have taken place during the course of the 

ast year or so. 

I believe that the supplies of corn and of grain sorghums have 
substantially gone up, oats and barley and some of the others have 
gone down ; is that correct? 

Mr. McLarn. Grain sorghums have gone up dramatically, soy- 
beans have gone up dramatically. Oats have gone down dramatically. 
Barley has varied. It is down some, that is correct. 

Mr. Lancen. In terms of bushels, how does the total supply of 
feed grains now compare to 1955 or 1956? Has the tendency been 
for them to have gone up ¢ 

Mr. McLain. Yes, I think I said before you came in, Congressman 
Langen, our estimate today is that we have about a 5 months’ supply 
of feed grains, and with wheat we have about a year to a year and a 
quarter supply of carryover stocks. ae : 

Now, when I talk about carryover stocks, I mean this is our esti- 
mate of what they will be at the end of the marketing year. You 
understand the marketing year for small grains runs until about 
July 1, with corn to October 1, and with wheat about July 1, so our 
carryover stocks of feed grains have gone up, but there is still only 
about a 5-month supply. 

That is a point I made before you came in. 

Mr. Lancen. Is there a difference in that comparison if we talk 
in terms of tonnage as compared to bushels ? 

Mr. McLarn. Well, the percentage is the same. The figure that 
we use here on a tonnage basis for feed grains—I don’t know about 
you, but I get a little confused when I get over into tons, because I 
am one used to dealing in bushels. 

Here is a statement that pretty accurately covers it. The estimated 
carryover at the end of the 1959 marketing year, again as I say down 
the road ahead here, is about 80 million tons, talking about feed grain 
carryover. It should be noted that the total disappearance of feed 
concentrates during the current feeding year is 183 million tons. Not 
only did the number of animal units go up, but the concentrated feed 
per unit is at a very high level—partially because of the wet corn. 

The 80-million-ton carryover represents a 5 months’ supply. This 
is in direct contrast to about a 15 months’ supply which we have in 
the case of wheat. 

Now, this illustrates why we are really much more concerned about 
the wheat problem than we are the feed grain problam, because with 
expanding population, with diets the way they are, we doubt the 
wisdom of this carryover being much down below 25 to 33 percent of 
the normal year’s production. 

If we had just one short crop, such as we have had several times in 


the past, we could get ourselves in a real jam. We would like to have 
the carryover lower than it is, but I think there is a lot of misinforma- 
tion out that the thing is way out of line and that you have to cut it 


om two-thirds, or something like that—feed grain I am talking 
about. 
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Mr. Lancen. Well, in light of that, there seems to be sufficient eyj- 
dence that the total productive farm unit, and I am talking about it on 
a national basis, has the productive capacity, and with the ingenuity 
of the farm people of producing more than our efforts have been able 
to use domestically, through exports and other programs with which 
we have been able to affect the total] disappearance. 

Mr. McLatn. This is certainly correct. 

Mr. Lancen. And in that field—and I have noticed the constant 
reference to yields entering into the picture, and, of course, it is true 
that the yields have gone up in many instances due to scientific con- 
tributions, and I suppose weather and other things that have come 
along. 

However, in behalf of the farmer, I should want to say that in a 
certain sense it is a real blessing in disguise, because but for the in- 
creased yields we would have been in a good deal worse predicament 
than we are. 

Mr. McLarn. The farmer likes a good yield. 

Mr. Lancen. It has saved us in a good many instances. 

Mr. McLain. That is right. 

Mr. Lancen. Now, in that connection, the gap to me presents a 
puzzle or a problem that isn’t always understood, which is this: While 
we talk in terms of large surpluses and the cost of storing those sur- 
pluses and the like, that surplus isn’t very easily associated with the 
individual farmer, and the reason it isn’t associated with the individual 
farmer, there is no surplus on any individual farm. There isn’t on 
my farm. 

As a matter of fact, my big problem is one of having a sufficient 
number of bushels to sell at the price available so that I can pay the 
bills that I have got. Consequently, the association there from the 
large productive unit back to the individual farm, there is a gap of 
understanding that we don’t seem to be able to reach. 

Now, in some manner, and in my own opinion, something needs 
to be done to improve that situation. 

The point that I wanted to make in connection with that 1s pri- 
marily this, that there seems to have been observations offered that 
price plays such a big factor in that, and no doubt it does play a factor, 
but if the concept is true that the lower price is to prevail, and that 
that is going to solve the problem, then there is a rather dark future 
ahead as concerns the farmer, is that not true, because if price were 
achieved, whether it were on the market or anywhere else, it would 
then have the tendency of getting us back into an overproduction and 
back into the surplus problems that go with it. 

Mr. McLain. Of course, we would like to have the market price, as 
has been the case at times with barley and flax and a few other things, 
range above the loan rate, Mr. Langen. I think everyone on the com- 
mittee would. This was the intent initially of the farm laws that we 
had back in the early 1930’s. The only point of disagreement among 
some people is how do you get that job done? Do you get it done by 
guaranteeing a high price so that you are almost going to guarantee, 
then, that. you are going to stimulate production, or do you keep your 
support down and try to get the price above it. 

We think it would be much better to have the market price above 
support. If you get it there a lot of these other problems would 
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vanish. This isn’t easy, but I think it is one of the things we ought 
to work for. 4 : : 

A lot of people have the impression, and it has been disproven very 
forcefully this last year, that you can’t lower a price support and 
have a commodity operate above the price support. 

With flax, with soybeans, with barley it has happened right along, 
and this is what we ought to be trying to do. 

Now, it means, I think, that we have got to have some program 
like the conservation reserve or some set-aside until we get the stuff 
worked off to keep the supply more in balance than we have been able 
to do with 25 years of trying to use acreage allotments alone. 

This administration has admitted several years ago, we don’t care 
who has the authorship of it, but the only way you are going to do 
anything about this is to do a little something about the amount that 
is produced. 

As yields go up, you may have to do more, and you have to expect 
farmers will increase their yields even more. 

Mr. Lancen. I agree that the ideal situation is to have the price 
above the loan rate. Of course, I should hasten to add to that that 
there is such a thing as the price being above the loan rate and the 
price still being too low from the standpoint of the farmer. 

I would want to make that point, but the point I was getting to is 
this, that there seems to be real evidence that the total productive unit 
needs to be reduced to some degree if we are to have any hopes of 
accomplishing the purpose that you stated so well, that we do get a 
price that will accommodate the increased expense, and so on, of the 
farmer. 

Mr. McLain. This administration agrees with that. The mecha- 
nism as to how we do it, we know when you start a program that takes 
land out. of production we stir up a hornets’ nest in some areas, be- 
cause the people that are in the commodity handling and farm supply 
business quite naturally don’t like to have this land taken out of 
production. 

They want to keep on marketing the stuff and getting their profit 
out of it. 

Mr. Lancen. And in lieu of that, isn’t it also true that if we have 
hopes of accomplishing this, it needs to be done on a basis that will 
recognize the entire unit as a production unit? 

Mr. McLarn. This we agree. 

Mr. Lancen. Rather than dealing in one crop at a time to get away 
from the shift of one crop into something else, and then we generate 
a surplus in that field. 

Mr. McLain. You couldn’t say anything any better. This is why 
we think you have to have an overall program, all this conservation 
reserve or put your own name on it, that does something about the 
whole unit, and puts teeth in it that it will cut back the production on 
that whole unit. Until we get that done, all we are doing is just fool- 
ing around dumping eggs out of one basket into another, and that is 
what has been going on for 25 years. 

Mr. Lancen. I should admit my own selfishness here, because I 
have made proposals that lead along this direction and I couldn’t 
help but use the opportunity to get the plug in, if I may. 

Mr. McLarty. Sometimes new blood is a good thing, new ideas. 
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Mr. Lancen. If I may ask a couple more questions relative to the 
storage situation, where are we right at the moment relative to our 
storage needs ? 

Mr. McLain. We think we have adequate storage to take care of 
the problem. 

Mr. Lancen. To take care of the need as anticipated in the im- 
mediate future ? 

Mr. McLain. That is right. 

Mr. Lancen. Would it be reasonable to assume that those needs 
might well be met by a continuation of present farm storage and pos- 
sibly a normal increase in farm storage, and that that would be all 
the expansion that would be necessary ? 

Mr. McLarn. We think so; yes, sir. 

Mr. Lancen. Has the farm storage, and I know this is a difficult 
one to respond to—has the expansion in that field been comparable 
to commercial storage expansion ? 

Mr. McLain. It has been dramatic, and before you came in I went 
through the various things we have done to try to promote it, reseal- 
ing, tax writeoff, and the loan we make on farm storage facilities, 
We think the farmers have done a right good job in most parts of 
the country in taking advantage of this. 

We think this is where the storage ought to be first, if we can get 
it there. 

Mr. Lancen. The experience in the field of farm storage has been 
a good one, has it not? 

Mr. McLarn. Excellent. 

Mr. LANGEN. With very little spoilage. 

Mr. McLain. You see, it is the farmer’s own grain, and he takes 
pretty good care of his own product. 

Mr. Lancen. The reason I make that point is because I feel that 
here is one field in which the farmer has been permitted to share on an 
equitable basis with the rest of the industry a price that has been to 
me certainly a better degree of comparison with the incomes in other 
fields of industry. 

I think a good many farmers say today that but for the storage 
they would have ended up with a loss on a good many crops, not that 
I am recommending that we ought to be raising grain for the purpose 
of storing, but by the same token, as long as they are here and are 
required to be stored 

Mr. McLain. We ought to give the farmers the first chance. 

Mr. Lancen. I would like to recommend that the farmer be given 
that opportunity. That is all I have at the moment, Mr. Chairman. 

Mr. Fountain. Mr. Naughton. 

Mr. Naventon. How do the amounts paid per year to farmers for 
storing resealed grain compare with the amounts paid for commercial 
storage ? y 

Mr. McLatn. Oh, the amount of resealed grain, Mr. Naughton, 18 
only a fraction of what the amount of grain we have in inventory. 
I can furnish it here for the record. 

Mr. Naveuton. Is it roughly about 10 percent ? 

Mr. McLatn. Well, let me furnish it for the record, because I don’t 
want to be “roughly” about anything. I want to get it right. 
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Mr. Naucuton. I would be glad to have you correct it, but it would 
give us some idea in talking about it where we stand. 

Mr. McLain. I think it is in that neighborhood. 

Mr. Naveuton. In other words, it is only a fraction of the amount 
being paid to commercial warehousemen / 

Mr. McLarty. That is right. Wheat and corn are the two com- 
modities mostly resealed, with major emphasis on corn. Our reseal 
program has gained favor and we are encouraging it, and, of course, 
have offered it again for this year. 

Mr. Fountain. Do you have the figures, Mr. Palmby ? 

Mr. Patmpy. Yes; I think these have been put in the record before. 
Actually, the current figure, 15,400,000 on payments to farmers, 20 
million estimated in 1960. The comparable figure paid under the 
uniform grain storage agreement, I guess, is what you are after. 

Mr. Naveuton. It would be about 400 million to commercial ware- 
housemen ? 

Mr. McLarty. Let’s get it accurate for the record, so somebody won't 
pick up the wrong figure here. We will furnish it for the record. 

Mr. Naveuton. The total for commercial and Government, I think, 
is 458 million, and I think the Government part of that runs around 
50 million. 

Mr. Fountain. If he is wrong, you can correct it. 

Mr. Naventon. I am sure it is in that neighborhood, pretty close. 

What do you think the increase in inventory is going to be as a result 
of the 1959 corn crop? 

I am not sure we got the production figures there. It was about 
600 million bushels over the previous alltime record; wasn’t it? 

Mr. McLain. Production you mean in 1959? 

Mr. Naventon. In 1959. 

Mr. McLarn. The 1959 crop was about 560 million bushels more 
than the 1958 crop. 

Mr. Naveuton. How much additional corn do you anticipate will 
be added to the CCC inventory as a result of the record-breaking 
crop ? 

Mr. McLarn. No one with accuracy can tell you this yet. I just had 
& projection made with some telephone calls to our main Corn Belt 
States yesterday afternoon late, because I thought this might be raised. 

It is our estimate that in the neighborhood of 500 million will go 
under price support of corn, and we have a record of not taking over 
asmuch as goes under. 


Mr. Navucuton. I think the budget estimate for increase in inven- 
tory was around 420 million bushels. 

Mr. McLarn. I couldn’t say for sure on that. I worked with the 
budget, but I don’t keep all those figures in my mind. 

Mr. Navueuton. Four hundred million—it could be more or less 
than that. 

Mr. McLarn. I think this would be in the neighborhood. Of course, 
there is heavy disappearance of corn. Most of us that are close to the 
operations out there know a lot of this corn is high in moisture, and 
it is being fed and it doesn’t go as far as dry corn. In parts of the 


Corn Belt, disappearance I think will be in excess of what we had 
earlier anticipated. 
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Mr. Naveuton. Of course, the support rate is going to tend to keep 
some of this from being fed—the drier corn and that which can be 
dried down. 

Mr. McLatrn. I think that is correct. The fact is our own Depart. 
ment put out a statement here that one of the reasons for the downtrend 
in intended pig farrowings this spring was probably due to the fact 
that we had a price support under corn. I am sure some of you have 
seen it. 

Mr. Smiru. Are you saying that you think the increase in the in- 
ventory of CCC will be 400 million, or that that will be the increage 
in carryover / 

Mr. McLarn. I said, Mr. Smith, and I tried to get the most up-to- 
date information that we think our people had right out at the grass- 
roots, that we thought we would take under loan about 500 million 
bushels. Our history has always been that we don’t take over all that 
is put under loan, some is redeemed. They just put it under loan to 
get money to operate on. I think Mr. Naughton’s figure isn’t too 
far off. 

Mr. Smiru. That would be an increase in inventory of 400 million, 
after taking into account the corn that goes out, too? 

Mr. McLa. Well, again, it makes a difference on how much we 
get resealed. We are talking about a lot of things we don’t know for 
certain. 

Mr. Smiru. I understand it is just an estimate. 

Mr. McLatn. I personally doubt whether our inventory goes up this 
much, this is my personal opinion. 

Mr. Naveuron. It could be larger or smaller and no one would be 
too surprised. 

Mr. McLain. That is right. 

Mr. Smrru. The reason I asked, maybe I was incorrect but I under- 
stood Mr. Palmby and the charts he had to estimate there would be 
very little increase in corn inventory. 

Mr. Patmey. There is one thing to keep in mind. Even if this 
budget figure is correct at 420 million bushels, and we always have to 
arrive at a budget figure, we have a continual disposal program going 
on, too. 

Mr. Sniru. That is the reason I asked if this was an increase in 
inventory. 

Mr. McLain. This isimportant. We want to be sure we are talking 
about the same thing. 

Mr. Navueuton. The budget figure is for increase in inventory after 
disposals are taken account of; are they not ? 

Mr. Patmpy. You are quoting the figures. I am not familiar with 
1t. 
Mr. Naveuron. This is the budget estimate for the increase in 
the inventory at the end of the 19-——— 

Mr. Patmpy. I am not aware that it is the increase, but if it is, I 
say again we are talking figures we don’t have here. 

Mr. McLatn. There are two figures. One is the amount that moves 
out of inventory, another is the amount resealed. Obviously if 100 
million is resealed, it isn’t in our inventory, it is still the farmer’s 
corn. 
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Mr. Navcuton. You have grain from previous crops under reseal 
that could be delivered ? 

Mr. McLarn. There will be some of that delivered, but my guess 
is because of the growing popularity of the reseal program, if the qual- 
ity is all right there will be more resealed of the 1959 crop than will 
beturned in of the old crop. 

Mr. Smirn. But in general, the more you dispose of present stocks, 
the more you take in under your support program, isn’t that true? 

Mr. McLarty. As a matter of policy, we aren’t disposing of any more 
than we have to, because with our payment-in-kind program for ex- 
port of wheat, corn, and cotton, we try to get the demand out of the 
free market in order to bolster the market. 

Mr. SmitH. World production was up 5 percent last year, and it 
js pretty well spread in the Balkan countries and South America, 
so you don’t anticipate any increased exports, do you ? 

Mr. McLarty. Our exports are good for all feed grains. Of course, 
I talk about all feed grains, because that is what we deal with. When 
we get ready to export the stuff, it is like the user of mixed feeds, 
they don’t care what it is, as long as it has the ingredients init. You 
have to gear your thinking to feed grain. 

Mr. Smrru. Our estimate was that there would be an increase in 
CCC inventory of probably 550 million bushels, but Mr. Palmby’s 
testimony, as I understand it, was that you would estimate there 
would be almost none. Iam trying to reconcile the figures with what 
you said today. 

" Mr. Patmpy. I made the comment the other day that while I have 
all the regard in the world for the people in Des Moines I think the 
estimate you received from them is far too high. 

Secondly, with all due regard to statisticians and estimates, weather 
is an important factor, more important this year than any year I 
have seen in price support operation. 

Mr. Smrru. This corn is already in being we are talking about. 

Mr. Patmpy. It is already in being, but it isn’t drying. We are 
seeing a lot of crib damage. It is a hazardous situation now with 
regard to the 1959 crop of corn, and no one is smart enough to know 
what will happen between now and May 31. 

Mr. Smirn. When you say you think we have adequate storage, 
you are anticipating we won’t have any increase in CCC corn over 
and above what figure ? 

Mr. McLarty. Well, I again checked yesterday afternoon to find 
out—our estimate as to what was going to be put under loan is 500 
million, and this is the best estimate we can come up with. We think 
that after resealing, and so forth, the net amount we take over will be 
somewhere between 250 and 400 million bushels. 

Mr. Swirn. And what do you think the disposal will amount to? 

Mr. McLarn. Not very much. 

Mr. Surru. So in effect you will have an increase in inventory of 
between 250 and 400. 

Mr. McLarty. That would be my guess. If I were to guess it, I 
would say 300 million. 

Mr. Smiru. The reason I pursue it is because our understanding 
last week was you were estimating you wouldn't have any. 
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Mr. Patmpy. No, I didn’t estimate, and you are not going to get 
me to estimate now. ' 

Mr. Founrarn. The charts you presented show that. 

Mr. Patmpy. They showed some increase, Mr. Chairman. 

Mr. Fountarn. No substantial increase. 

Mr. Patsy. That is right. 

Mr. Fountain. But I believe you later said they were prepared by 
someone who had figures that might not be accurate, did you not? 

Mr. Patsy. They were preps red by career people and statisticians 
in the Department and we agreed to put the figures in the record, 

Mr. Unpernitt. They were prepared far in advance of the hear- 
ing, also. 

Mr. Mchatn. Another thing, we know now our takeover of some 
of these other things is going to be less. Oats, for instance, are in 
short supply in many areas. Barley is not in burdensome supply. 
You have to add the whole thing up and look at the net result so far 
as storage is concerned. 

Mr. Paumpey. There is one other thing, too. On these reseal crops, 
and mostly that is corn, last year, and I would predict this year, we 
will have a very high percentage of redemption. This is because most 
of the corn now resealed on farms is the noncompliance corn, and the 
noncompliance rate was at a level that will encourage redemption 
even of the reseal corn on the farms. The percentage taken over by 
CCC is going to be unusually small this year. 

Don’t arrive at too high a figure as regards the increase of CCC 
stocks ofcorn. It is going to be modest. 

Mr. Naveuton. What assurance, if any, is there that the 1960 corn 
crop will not be larger than 1959? 

Mr. Patsy. I certainly wouldn’t be sure. 

Mr. Naventon. We have heard the preliminary indications, mois- 
ture conditions, seed and fertilizer sales being better than in 1959 all 
tend to indicate a larger crop. That is very preliminary, of course. 

Mr. McLain. Well, the moisture condition is very good. I again 
would caution you w hen you look at these figures I w ould look at all 
feed grains, as Mr. Langen has said, ather than just corn alone. 

Mr. Navaurton. Is it conceivable that the 1960 corn crop could hit 
5 billion bushels with good weather conditions ? 

Mr. McLatrn. I wouldn’t hazard a guess. 

Mr. Naveuton. You couldn’t say it is inconceivable ? 

Mr. McLatn- I wouldn't say anything is impossible. With the 
techniques we have, I think it is improbable, but if w a conditions 
were right favorable, and everything just went right, I don’t think it 
is impossible. 

I certainly wouldn’t want to be recorded as thinking that it is going 
to happen, because I do not. 

Mr. Naventon. But it could happen. 

Mr. McLain. Almost anything can happen in this day and age. 

Mr. Naveuton. Now, is there enough—supposing it did “happen 
that you got that kind of crop, or even if it was 4.7, or something In 
that area, , obviously you are going to have a very substantial further 
increase in CCC inventory ? 

Mr. McLarn. I wouldn’t conclude that CCC inventories will neces- 
sarily continue to increase. If we can get the Congress to extend the 
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conservation reserve program and legislate the other things we want, 
we _— well turn this thing around. 

Mr. NauGuTon. Do you think the reserve could take care of the 
corn crop in 1960, this year’s crop, so you wouldn’t increase your 
inventory ? 

Mr. McLarn. I didn’t say that. I said if the Congress would ex- 
tend the act we could get larger quantities of productive land out. 
Again not talking about just corn, but about all feed grains and 
wheat, I think this is the only hope that we have of turning it around. 
If the Congress doesn’t do that it would be my guess that “unless they 
clam absolute controls on farmers, which I am sure they will not 
Deak for, your estimates here of what might happen are within the 
realm of possibility. This assumes that weather is going to continue 
to be good. The history of weather is that we never in the past over 
2 years had conditions as favorable as we have had for the last 3 years. 
As to whether we are past the cycle of good weather, your guess is 
as owed as anybody’s. 

Mr. Naventon. Is the soil bank likely to have any substantial 
effect on n the 1960 corn crop? 

Mr. McLarty. Very material; yes. 

Mr. Navenron. How much would it cost to soak up enough addi- 
tional land so that you could have a 5 billion bushel corn crop and 
not increase your inventory ? 

Mr. McLatn. Well. we believe if the conservation reserve program 
were expanded, and we are not the only ones that believe this, because 
some of the farmers believe it very strongly, and I notice the Gov- 
ernor of our State, Mr. Smith, agrees that some approach like this 
ought to be extended, I think if we get it extended to the point where 
we get bigger hunks of land out, it can’t help but have some effect 
not only on corn, but on all feed grains. 

Mr. Suir. You would have to have 180 million acres, to solve it? 

Mr. McLatn. We don’t think so. We think in the neighborhood 
of 60 to 70 million acres, with a minimum of 60 million would make 
material inroads into it. 

Mr. Smirn. We have 28 million acres in now. 

Mr. McLarty. We only had 22 up to now. We have 28 for 1960. 
We haven’t had the crop on 1960 production yet. 

Mr. Sirn. Say 22 million acres in. The testimony in Iowa was 
that the five hundred thousand acres in in Iowa only took 175,000 
acres out, of corn, and that in 1 year alone, 1959, the increased acreage 
was 2 million acres, so you would have to have, you see, 18 times as 
much before you could catch up with that 1 year’s increase in acreage. 

Mr. McLatn. Well, of course, you have to relate this to all feed 
grains rather than just corn alone. Again I think the committee, 
if you are getting into this area, what you have got to think about 
are the alternatives. You either cut the size of the plant down, not 
on a commodity by commodity approach which has been tried for 25 
years and admittedly is a failure, but on the basis, as Mr. Langen 
says, of the total. 

This is the first time, and we are just beginning to explore what 
could happen : it were tried. 

Mr. Smirn. I am not saying these things don’t help, but Iowa has 
only three-tenths of 1 percent of its cropland in the soil bank, Indiana 
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only two-tenths of 1 percent, and Illinois, one-tenth of 1 percent, 
These are the areas that grow the grain, so you are just not getting a 
drop in the bucket through this kind of program. 

Mr. McLarn. Again, it has to be expanded. We admit this. 

Let me say this to you. We have not gotten all we asked for in the 
line of appropriations, because we have some people that never have 
agreed that this was the right approach, that have kept back the ap- 
propriations. It is only natural that you have divergent views on this, 
and if this policy is continued, probably the thing will never work. If 
you don’t get the funds and don’t do the job, you can’t expect results, 

Mr. Smiru. What I am getting at is in fact you have to spend about 
$5 billion a year, and the taxpayers aren’t going to do that. 

Mr. McLatn. I disagree with that. I don’t think there is any basis 
that it would cost that much. Our best estimate is if you got into 
the neighborhood of 60 million acres it would cost in the neighborhood 
of 800 to 850 million annually, and I think it depends on how high 
priced land you get. 

Naturally the higher you pay for the land, the more productive land 
you are going to get, and you well know, I am sure, that we have had 
applications in the last couple of years from farmers who wanted to 
sign up about double the amount of funds we had. 

Well, we take it on a competitive bid basis, because no one would 
stand for it being otherwise, and naturally when you have that 
demand that you can’t satisfy, you aren’t accomplishing too much. 

Mr. Smiru. That goes to show you have been getting the most you 
can for the money, and if you double the acreage, the cost would go 
up more than double. 

Mr. McLatn. This remains to be seen, how rapidly the cost would 
go up, but I am certain that the per acre rental will have to go up to 
get good land in Iowa and Illinois. 

Mr. Fountarn. What disturbs me is when you comment upon a 
continuation of conservation reserves, all of these programs, the net 
effect is less and less income to the farmer. 

Mr. McLarn. Well, this isn’t necessarily so, I don’t believe. The 
farmer is compensated for the land that he retires on the basis of at 
least what he would get off of it in payment. 

Now, where our criticism has come is from people who want to take 
what he harvests off of this land and market it and do something with 
it, and they don’t like the reduction, and I can well see how they 
wouldn’t. I think we have to face up to what is the choice here. 
If we want to do anything about the size of the plant, this is the sound 
waytodoit. I think we ought totry it. 

Mr. Lancen. Mr. Chairman, might I ask a question ? 

Mr. Fountarn. Mr. Langen. 

Mr. Lancen. Has the Department at any time made an analysis of 
the extent to which the total agricultural grain production has ex- 
ceeded the total disappearance on the percentage basis, and I should 
want to add one further factor to that, on an average over a period 
of 10 years or 5 years, or something. 

Mr. McLatn. Well, the nearest we have come to doing this, and 
there have been several people that have done it besides the people 
in the Department. Mr. Bottom at Purdue has done a lot on this, 
and so have other State colleges. 
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If we get in the neighborhood of 60 million acres, we will really 
begin to take hold of the thing. I don’t think anybody knows until 
that point is reached whether it would really do the job. It depends. 
We have always felt—and I would like to get this point to you— 
that the most effective way to use taxpayers’ dollars to do this job is 
to take whole units out, because when you take a whole unit out of 
the cropland, then the fellow doesn’t take the remaining cropland 
and step up his production by using fertilizer and other things. 

Now, there is resistance to this, very honest and sincere resistance, 
because there are people that don’t really want to face up to the 
problem. They want to keep this fellow out there on a half a unit 
where he maybe didn’t have a fully economic unit to begin with. 

Now, if we are only going to take 20 to 30 percent of anybody’s 
farm, if this is the approach Congress decides to take, in my judg- 
ment we might as well forget about the program, because you will 
not get very much done that way. 

A farmer if he reduces acreage 10 or 20 percent. will take the rest 
of his cropland and do all he can to offset what he has reduced. I 
know, I have done it, and I know every smart farmer will do it. If 
you take his whole unit, he can’t do that, but you have to compensate 
him for him to do that, and this raises a good many problems. It 
is one we must face up to, and the Congress must. 

Mr. Lancen. We got off into a field I hadn’t intended to. I should 
say certainly there is merit to those observations, but by the same 
token I might say hasn’t it also been the experience in taking out 
whole farms that you have also got the poorest farms and also the 
heaviest participation in areas that are the least productive, so that 
one offsets the other, but let me get back to the point. 

Mr. McLarn. Let me answer just what you have said there. 

We have taken them on a competitive bid basis, so we get those at 
the lower end of the ring. We have pretty well got those cleared up, 
and I think any step up from now on will be up in a much more 
average range. 

Mr. Lancen. I shan’t belabor that point any further. 

The point that I was trying to get at is this: In my own office, and 
on my own accord, I made some analysis of what had happened in 
the production of the respective crops, and I was much surprised to 
find that the percentage that our total produce exceeded our total 
disappearance over a period of years is not anywhere near as great 
as we might think it is. 

As a matter of fact, in wheat I believe during the last 10 years it 
isonly about 5.6 percent that it exceeds the total disappearance. 

Mr. McLarn. It is an accumulation: 

Mr. Lancen. It is an accumulation over a 12-year period or longer. 

Mr. McLarn. That is right. 

Mr. Lancen. I don’t have the figures—Iwish I did have—but [ 
think the cumulative figure, again, of all of the crops when we com- 
pare our production to the total disappearance is not as dark a picture 
as we may anticipate, and I should have to add at this point that in 
three of those crops, oats, barley and rye, for instance, it is interest- 
ing to note that in the last 12 years the American farmer hasn’t 
raised a single bushel of surplus, and so from that standpoint it occurs 
to me that with the proper approach, the reduction of the total pro- 
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ductive factor may well be accomplished to a point of where we aren’t 
continuously piling up these surpluses which have accumulated over a 
period of years, but it isn’t quite as large or as ser ious a problem when 
we look at it as an average as compared to 1 year’s production, and I 
think so many times that it needs to be discussed on the basis of 
average production, because when we deal with one year alone it is 
like talking about rainfall in * certain area, and we may say the rain- 
fall in my area last year was 25 inches. That doesn’t mean a thing, 

If I say the average for the last 10 years is 25 inches, that is pretty 
significant, and the same is true of the production of these crops. 

I would expect that we are going to be faced with the same problems 
again we have in wheat of having \ years when there are rust problems, 
the matter of c oming forth with a new variety. 

I think in the production of barley at the moment that is a real 
factor that may play a significant part in the future. 

We don’t have a b: arley variety we can raise in our area any more, so 
we need to look at it on an average basis. I would be interested in 
knowing the extent to which the average production over the period 
of the last 10 years has exceeded our total average disappearance dur- 
ing that time. 

I have one further comment. 

I think in connection with that, as we are trying to move out of the 
difficult spot that we are in that we have to anticipate a period of yeers 
to move out of it rather than trying to do it in 1 year, and that the 
approach ought to be such, and once we are moved out of it, in my 
humble opinion, it is certainly possible to do something a little better 
than what we have been doing, and certainly one that recognizes the 
farmer’s income a little more substantially than what has been rec- 
ognized up to this point. 

Mr. Naveuron. Mr. McLain, did you say that the Department’s 
goal for the soil bank conservation reserve is 60 million acres? 

Mr. McLarty. The President said in his message that he would be 
willing to go up to that providing some other things were done. 

Mr. Naventon. I confess it seems incomprehensible to me that 
that could possibly reduce other crops enough to absorb a 5-billion- 
bushel corn crop so that you would not add to the CCC inventory. 

I would certainly like to see any figures the Department could give 
indicating the amount that you would have to pay to get that kind 
of land out of production. 

Mr. McLarty. Well, I am sure we won't have to pay a whole lot 
more to get the next 8 or 10 million out than we have already paid. 
We may pay a little more, but as you go up the ladder, as you get 
better land you will have to pay more. 

Obviously peeps with $500 land aren’t going to take it out of pro- 
duction for $25 an acre. 

Mr. Smirn. And they are going to have to have more each year 
under that kind of contract. 

Mr. McLarty. Well, one of the reasons that the acreage reserve pro- 
gram failed was that it was only a 1 year contract. You have to have 
a contract that runs for some length of time. If vou don’t, you get 
yourself back into trouble before you get out of trouble. 

Not only that, but if you take land out for a year or two and then 
come back with it, if you did the right things to it during the interval 
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you had it out, you can produce more than if you had left it in 


continuous production. 

We are not the only ones in the 60-million-acre bracket. There are 
several people, including Caroll Bottom. One or two of the farm 
organizations, I think, have talked of figures in this general area. 

Whether it is enough or not, in my judgment time alone will tell. 
If we have good weather, and we keep on pouring on the fertilizer, 
it may not be enough. 

Mr. Navueuton. Your objective is to get acreage out of corn. 

Mr. McLain. And wheat, and the other feed grains besides corn. 

Mr. Naueuton. And the more acres there are, the better job will 
be done in reducting the production ? 

Mr. McLary. It depends on how you use the money. In my judg- 
ment, you could use the same amount of money and take 2 poor acres 
out, if you could get it for the price of 1 good acre, and the total 
reduction might be just about as much. I think the American public 
would appreciate a program being operated so that we took our least 
efficient acres out first and got them into conserving crops so that 
maybe some time later when we need them they would be available. 

Certainly if some of the abuses to these hillsides go on long enough, 
they will be beyond use. Therefore I think it is pretty difficult for 
anybody to say that you shouldn’t have started at the lower end of the 
bracket. 

Once you get that done, then you are going to get up where you 
will get more average land. I am not saying that we don’t have a 
lot of average land now, because in many States we do have, and we 
have proof of this. It is not so true in Iowa, because in the Corn 
Belt area, where they have been able to raise 100 bushels to the acre, 
they are not interested in a $15- or $20- or $25-per-acre payment. 

Mr. Smiru. But the total amount of acreage in the area that raises 
most of these crops you are talking about, they just have less than a 
half percent—in fact, only about a third of 1 percent of their land 
in these programs, isn’t that right? 

Mr. McLain. It is a known fact, that the land that we have had 
in these programs has not been the most fertile land in the United 
States. 

Mr. Smiru. That makes up 22 million acres. My point is in order 
to get up to any percentage at all necessary to solve the problem, you 
would have to increase the thing 10 times or more. 

Mr. McLain. All I can say is that people who have studied it much 
nore carefully than I have disagree with that, and I have confidence 
in these people. 

Mr. Smrru. I know a study made out there indicated that 60 million 
would help, but that that wasn’t a solution to the problem. I think 
it should be studied to find the right number of acres. 

Mr. McLary. I think it would be a mistake to jump off and get 
80 million overnight. If you really want to squander the taxpayers’ 
money, that would be the way to do it. The thing would have to be 
gradual, we got into this surplus situation gradually and we will 
have to get out of it gradually. If we can improve the program, 
certainly that is what we want to do. 

Mr. Smirx. I am concerned that we might divert our attention 
through some hope that we are going to solve something and the stor- 
age costs will keep piling up. 

64140—61—pt. 3-31 
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We won’t solve the problem and after 2 or 3 years we will find out 
we didn’t do anything to help. 

Mr. McLarn. The last few years is the first time that any real effort 
has been made in this connection to do anything about it. All we have 
done before is shift the acres around. 

Mr. Smiru. Didn’t your acreage reserve program work better than 
conservation reserve ? 

Mr. McLarn. The reason it worked, we went in and took out—— 

Mr. Smiru. The acres that counted ¢ 

Mr. McLain. The acres that counted, that is right, but we only did 
it for a year at a time and the net result wasn’t seek. 

Mr. Naucuron. The reason you got those out was the man who was 
going to participate in the acreage reserve first had to abide by 
acreage allotments on corn, for example? 

Mr. McLarty. Oh, that had nothing to do with it. We made it at- 
tractive enough for him. In the first place, it was a cotton farmer, he 
had to agree to cut his cotton down by the amount of acres put in the 
acreage reserve. It worked with cotton, it had quite an effect on 
wheat, and, of course, we got the cotton program where we got—lI don’t 
know whether you all realize this, but we had Congress almost passing 
legislation to increase the cotton allotment at the same time we were 
spending money to take it out. That was the end of the acreage re- 
serve program. You have to get at the whole unit, not just one com- 
modity in the unit. 

Mr. Navewton. How much do you estimate that corn production 
has been reduced in the past few years because of compliance with 
allotments ? 

Mr. McLarty. An infinitesimal amount, I would think. 

Mr. Naveuton. On what do you base that? 

Mr. McLarn. The record. 

Mr. Naventron. Have you made a study ? 

Mr. McLarn. I just quoted from a study made at the request of 
the Appropriations Committee which is the most thorough study I 
have seen. 

Mr. Navenron. Can you tell me what the average corn acreage 
planted in Iowa was in 1958 ? 

Mr. McLarn. I don’t know why you want to confine this to one 
State. When you talk about the problem, you have to talk about the 
national production of the commodity. 

Mr. Navenron. It is a national problem. Iowa is symptomatic 
of it, we produce more corn than any other State. 

Mr. McLain. The fact that Iowa does one thing—if you are going 
to look at the problem, you have to look at the national acreage. 

Mr. Naventon. Well, let’s look at the national acreage. What hap- 
pened in 1957 in terms of compliance? How many farms were 
compliance with the acreage allotments ? 

Mr. McLatn. We had an acreage reserve program in 1957, and in 
order to be a part of the program with corn you had to comply with 
the allotment and reduce below it. 

Mr. Naveuton. You had about 5 million acres in the reserve, did 
you not ? 

Mr. McLarn. J think it was in that neighborhood. We had 6.5 in 
1958. Obviously this was a reduction of the corn; there is no question 
about it. 
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‘Mr. Naveuton. Wasn’t there even a larger reduction on each of 
these farms participating in the acreage reserve because of the fact 
they also complied with acreage allotments? 

Mr. McLa1n. You can argue for allotments all you want to. I say 
the record speaks for itself. 

Mr. Navcurton. Let’s get some facts on it so it will speak a little 
louder. 

Mr. McLarn. I told you what the facts are in the years we had 
allotments and what the production was. They speak for themselves. 

Mr. Naventon. Let me get to one basic fact. What percentage of 
the farms complied with corn acreage allotments in 1957, nationally ? 

Mr. McLarn. You expect me to answer that off the cuff? 

Mr. Naveuton. I can answer for you. It was about 39 percent, 
isn’t that correct, Mr. Palmby ? 

Mr. Patmpy. Taking it by memory, I think that is the correct per- 
centage of the number of units. 

Mr. McLarn. Well, now, that doesn’t mean a thing. You have to 
talk about acres. 

Mr. Nauecuron. [ think we have to go back a little bit to 1955 and 
1956. We established in the earlier hearings that the support level 
was reduced, and at the same time the acreage allotment was sharply 
reduced. It was about 50 million acres in 1955. By 1957 it had been 
reduced about one-fourth to 37 million acres, so that the farmer who 
complied with allotments in 1957 had to take a cut, if he was average, 
of Sout one-fourth from the amount that he had planted in 1955, a 
very sharp reduction. 

In addition to that, the level of price support on corn had been 
reduced from, I think it was 87 percent of parity in 1955 down to 77, 
if memory serves me right, in 1957, so there were numerous induce- 
ments putting a pressure on the producer to get outside the program, 
because he was being sharply restricted. 

Further than that, a noncompliance support was offered at the be- 
ginning of 1956 which in effect offered the producer a support price 
for going out and growing all the corn he wanted to grow. 

Now, in spite of that, it is correct, I think, that 39 percent of the 
farmers were still in compliance. Do you have the figures as to what 
their total acreage allotment was? 

Mr. McLain. Well, we can furnish anything that we have for the 
record. 

Mr. Naventon. I think it is about 13.5 million acres. 

Mr. McLarn. Well, I think what people are interested in is, when 
you have allotments, what do the farmers do in producing corn in the 
United States, and the table I propose to put in the record shows that 
they have not paid any attention to corn allotments from the begin- 
ning. You can go clear back to the beginning, and see that they 
haven’t. 

_ Mr. Navenron. We are up as late as 1957, and we have 39 percent 
in compliance. Do you call that not paying any attention ? 

Mr. McLain. We had an allotment in 1957 of 37,289,000 acres. 
That was the allotment. We planted 73,947,000 acres, and this was 
in addition to what we had in the soil bank. 


Mr. Naventon. How much of that was planted by the farmers 
who were in compliance ? 
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Mr. McLain. What difference does it make who it was planted by? 
You have a program that does not have marketing quotas, farmers 
can do as they please. What you are interested in is total produc. 
tion of corn in the United States, not what some Joe Doaks did on 
his individual farm. 

Mr. Naveuton. You had 40 percent in compliance. How many 
acres did they grow? 

Mr. McLain. Well, if the other 60 percent stayed out of the pro- 
gram and offset the reduction, what have you accomplished? 

Mr. Naveuton. Suppose you had kept the price support at 90 
percent and had not offered a support price to the man who wouldn't 
comply ? 

Mr. McLarn. Let’s go back to the record. In 1958 

Mr. Naveuton. Let’s go back to 1957. 

Mr. McLarn, I have them from 1938, on, and in each year they 
about doubled what the allotment was. 

Mr. Naueuton. That wasn’t coming from the allotment farmers 
that was coming from those not in compliance, was it not? 
_ Mr. McLary. What is the difference where it comes from? It 
is corn. 

Mr. Founrarn. Wouldn’t it have significance in determining the 
extent of production by those who complied as compared with the 
production of those who did not comply ? 

Mr. McLain. If you don’t have marketing quotas, I don’t see 
that it has any significance whatever, because the rest of the farmers 
can do as they please. They have done that, and offset the reduction 
of the farmers who have complied. Anybody from the Corn Belt 
can tell you this. This is why the farmers voted out acreage allot- 
ments. 

Mr. Suir. You pointed out all the inefficiencies in operation that 
year, some complied and some didn’t, but in spite of all that, under 
that program we had at that time we produced less corn than we 
consumed last year with our increased population. 

Mr. McLain. Because of yield, primarily, not because of acreage, 

Mr. Smirn. How much difference was there in yield between 1957 
and 1958? 

Mr. McLarin. From 47 to 51, about 414 bushels. 

Mr. Smirn. You could absorb all of that yield and still wouldn't 
have as much production as we had last year. 

Mr. McLain. And the acreage reserve accounted for the rest of 
it. We paid the farmer for not growing it. 

Mr. Smirn. That combination of programs, even with the inefli- 
ciencies you talk about, still would have kept us from being in the 
problem we are in as a result of the 1959 crop. 

Mr. McLarty. The acreage reserve, had it been continued at the 
rate we were paying farmers would have held production down. 

Mr. Naveuton. The man that participated had to comply with 
allotments. 

Mr. McLar1n. The major point was he took cornland out when he 
got paid for it. 

Mr. Naventon. And by specifying that you have to take cornland 
out and you cannot produce more than so many acres of corn, you hit 
the problem directly rather than indirectly as the conservation reserve 
would do? 





ea 


~— 


INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 1275 


Mr. McLain. Again, if you are just talking about corn, there is 
some truth in what you are saying, but we have a grain sorghum pro- 
duction. The carryover of this commodity is running a full year’s 
production. It is getting bigger all the time. I well know in Iowa 
we had a lot of people shifting out of corn to sorghums telling me that 
it didn’t make sense to meet their corn allotment and then raise grain 
sorghums, but this is what the stupid Government was paying them to 

0. 
; Mr. Smitru. That is exactly what they said. 

Mr. McLarn. It is exactly what they said. 

Mr. Smirn. And the fellow doing it said, “I wish the Government 
would keep anybody from doing this, but as long as they are going to 
doit this way, I will just go along.” 

Mr. McLain. I wish, Mr. Fountain, you would look at these pro- 
duction figures on corn as compared to the allotment because they are 
significant. Frankly they surprised me a little when I saw them. 

Mr. NavucutTon. Let me see if we can complete the picture for 1957. 
Thirty-nine percent of the farmers were in compliance, and if my 
recollection is right, their allotment totaled about 13.5 million acres. 

Mr. McLarn. They were in compliance because they were getting 
paid under the reserve program to be under compliance. — 

Mr. Naucutron. There was enough inducement to be in compliance. 

Mr. McLarn. They were being paid to do it. This is the reason 
they did it. Let’s don’t confuse that with the acreage allotment pro- 

am. This was different. 

Mr. Naveuton. This was not as great compliance as you had in 
1955 when you had a greater acreage allotment. You had 51 percent 
compliance with 87 percent supports and no soil bank. But, getting 
back to 1957 again, out of this 13.5 million acre allotment that was 
divided among the 39 percent in the commercial area who complied, 
how many acres did they plant in corn? 

Mr. McLarty. You will have to answer that. 

Mr. Naventon. It was about 7 million. About 5 million perhaps 
was in the soil bank, so that the 39 percent of the producers in the 
commercial corn area, the good cornland, they planted 7 million acres 
of corn. 

Now, the other 61 percent of the producers in the commercial area 
who did not comply either because the allotment was too small, be- 
cause the support was too low, or because the noncompliance support 
looked attractive 

Mr. McLain. You left out one—they fed the corn. Most of the 
corn gets fed which is why most of the people don’t comply with 
allotments. You know that. 

Mr. Naveuton. If you can comply with allotments and buy corn 
cheaper from your neighbor, you can do it that way. 

Mr. McLain. People that feed all their corn aren’t interested in corn 
allotments. This is known by anybody in Midwest agriculture. 

Mr. Naventon. Anyhow, you wouldn’t contend that the 39 percent 
who participated in the soil bank, or in the acreage allotment in 1957, 
was the maximum possible that you could have gotten. If you offered 
9 percent supports, you could have gotten more. 

r. McLain. Oh, I don’t know how much you could have gotten. 
Tam sure whatever you would have gotten, the rest would have gone 
out and offset it, because they always have done that. 
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Mr. Naveuton. If you had more of them under the allotments, 
there wouldn’t have been as many left outside to offset it. 

Mr. McLain. How do you put them under allotments? When you 
didn’t have the acreage reserve, you didn’t have marketing quotas; 
everybody agreed they couldn’t be operated; how do you put them 
under allotments? Are you saying you ought to have compulsory 
allotments? 

Mr. Naveuton. I don’t think you need compulsory allotments. Tf 
you offer enough, the producer will be happy to comply voluntarily, 

Mr. McLain. He never has. 

Mr. Naveuron. I question that statement. 

Mr. McLarty. Well, just look at the record. 

Mr. Nauveuton. I have been doing that. 

Mr. McLatn. Look at the record back to 1938, and you have the 
answer. 

Mr. Naventon. Fifty-one percent were in compliance in 1955. 

Mr. McLain. What kind of program can operate with success if 
you only have half the people participating in it. 

Mr. Naveuron. Let’s get back to 1957, and see how much the pro- 
duction was reduced by the fact that 39 percent of these people were 
under the program as compared with what you would have had under 
the Secretary’s program. 

Mr. Mcuarn. Well, of course, if you are going to use the year 1957, 
you have to lay the credit for what happened to the acreage reserve 
program. That is the point I made three times. 

Mr. Naveuton. It may have been part of the inducement 

Mr. McLarty. Inducement—that is what caused it. 

Mr. Naveuton. Let’s take a look at the average acreage planted by 
the noncompliers, the 61 percent who were not under the program. 
They had allotments totaling around 23.5 or 24 million acres in the 
commercial area. If memory serves me right, their total planted 
acres were 44 million. 

Mr. McLarn. Was this different in 1957 than in other years? 

Mr. Naventon. It is a little less than in 1958, probably, but my 
point is that those who complied because of the soil bank and the allot- 
ments, planted 52 percent of their acreage allotments for corn. Those 
who did not comply planted somewhere around 185 percent of their 
acreage allotments. 

Mr. McLain. What does this prove? If you don’t have marketing 
quotas, and you let farmers do as they please, and they don’t want to 
pay attention to acreage allotments, they will do as they please. _ 

{r. Navcuton. Do you mean 40 percent you consider not paying 
any attention? 

Mr. McLar. If you are going to have a program work, you need 
more than 40 percent interested. 

Mr. Naveuton. Well, there were only 40 percent willing to comply 
under the conditions they were forced to comply with, but those were 
much less attractive than they had been previously. ‘The support 
price had been lowered. 

Mr. McLarn. If this is the type of participation you had, and this 
is what the record shows, the program just never works. All you have 
to do is talk to the farmers out there and they will tell you this. 
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Mr. Navcuron. All right; those that were in compliance planted 
7 million acres; if you had not had allotments, how much corn would 
they have planted ? 

Mr. McLain. Well, if you had the soil bank, had required them to 
make a reduction from what their allotment had been, I expect you 
would have got the same reduction. 

Mr. Naveuton. That is the program you had. You forced them 
tomake a reduction. 

Mr. McLarn. This was the acreage-reserve program which has long 

assed, Mr. Naughton. It is past history because the people in the 

uth, where we got cotton production down, didn’t want it any more. 

Mr. Naueuton. The Secretary and the President didn’t want it 
any more. 

Mr. McLa1n. Well, we saw there was no chance of getting it. We 
had the Congress asking for increased acreage at the time we were 
reducing cotton acreage. How silly can a person get? If we take 
cotton acreage out at the same time they are expanding, this is exactly 
what we face. 

Mr. Patmpy. If you are really interested in analyzing this thing, 
you are starting out with one wrong premise. You brought up this 
subject the other day when I was here, and I have thought about it 
some and discussed it with some of our people. You are leaving out 
one major factor. We have learned from experience in all of these 
control programs, that almost regardless of where your allotment may 
be, you have a big amount of artificial compliance, or accidental com- 
pliance. The reason that is so is that on a typical small Iowa farm, 
or an Ohio farm which is still a better example, you have a limited 
number of acres. You have a set crop rotation, and in a given produc- 
tion year they accidentally just can’t produce any more acres, which 
would accidentally throw them into compliance. 

Mr. McLarn. I have heard many say this. A high amount of the 
percentage of the compliance you mention is in this category. 

Mr. Paumpy. I put the question to the best people we have. I 
asked, “How many of these people in your opinion in a year without 
any acreage reserve, without any stimulus of any kind, how many 
of them would accidentally comply,” and in their considered judgment 
it is somewhere between 15 and 20 percent—not of the 39 percent who 
did comply but of the whole number. 

In other words, close to 50 percent of the 39 percent accidentally 
complied. 

r. NaucuTon. Let’s examine that premise—— 

Mr. Paumpy. I think you have to start out with this premise if you 
are ing to look at the whole control program. 

r. Naveuton. Let’s go to Iowa. You wouldn’t contend many of 
ma preaavers in Iowa comply with the corn allotments accidentally. 
r. Patmpy. I am talking about the Corn Belt. 

Mr. McLain. I come from the livestock belt in Iowa, and the big 
compliance in the eastern part of Iowa was purely this way, without 
any effort. You ought to get out and talk tothe people. I grant when 
you get up into the grain area it is a different situation. 

_Mr. Suir. By 1957 there was almost no accidental compliance by 
livestock farmers because the allotment. was so low. 

Mr. McLarn. They just never paid any attention to it, anyway. 
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Mr. Smiru. But there was no accidental compliance in Iowa. 

Mr. McLarn. I wouldn’t say that. I think you would find quite q 
few people in this situation. You see, when these allotments are get 
there are a lot of factors taken into consideration other than past his- 
tory. I know personally in my own neighborhood of many farms 
where the allotment was set a little higher than the man ever planted, 
This is how ridiculous the allotments are. 

Mr. Smiru. As a matter of fact, what really was the problem jn 
1957, the reason compliance dropped from 51 percent back to 39, and 
I am sure you know it, is the fact that producers were offered supports 
even though they didn’t comply with the allotment. All I have to 
do is look around my neighborhood and I can see down the road man 
after man that had always been under allotment for 20 years who went 
out from under because he could plant his whole farm in corn and stil] 
get $1.25 a bushel. This was something that was never contemplated 
in the law. You can’t find anybody over here that made the laws back 
in the 1930’s that ever thought that there was any possibility that there 
would ever be any supports offered for noncompliance. 

Mr. McLarn. What do you suppose the provision was put in for? 

Mr. Smirn. It was put in at the discretion of the Secretary, at the 
surprise of almost everybody. 

Mr. McLarty. No; what was the provision put in the statute for? 

Mr. Smitrn. There was no provision put in specifically on it. 

Mr. McLarn. Oh, yes; the provision was put in that it could be used 
at the discretion of the Secretary. 

Why was it put in there ? 

Mr. Smiru. The specific provision says whenever they want. to they 
can offer these supports ? : 

Mr. McLain. Yes. We wouldn’t have done it if there hadn’t been 
provision. 

Mr. Smiru. That was put in back in 1949 ? 

Mr. McLarn. I don’t know when it was, but there has been a provi- 
sion for a good many years. 

Mr. Situ. In time of war, or something like that. No one ever 
contemplated it would be used at a time when you were producing more 
than you were consuming. 

Mr. McLarn. I wouldn’t say they didn’t. I know it was considered 
even previously. 

Mr. Naveuron. It wasn’t mandatory by Congress. 

Mr. McLarn. No; that is right. 

Mr. Naveuton. I might say on our own farm in Woodbury County, 
Towa, which has been in the family for many years, we probably ought 
to have about 65 or 70 acres of corn, but in view of the noncompliance 
supports we have had all the corn we could plant—well over a hundred 
acres. It is not good for the farm, it is not good for the program, but 
what choice do you have ? 

Getting back to these Towa figures, you had a 2.5 million acre in- 
crease in planting in Iowa in 1959 over 1958, wasn’t it? According to 
the figures of the Department of Agriculture, the acreage planted in 
corn in 1958 in Towa was 10,085,000 acres. In 1959, under the Secre- 
tary’s program, it was 12,594,000 acres. 

Mr. McLarn. How many acreage reserve acres were there in 1958! 

Mr. Naveuton. I don’t have that figure. 
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Mr. McLarty. That would be interesting to put alongside of those. 

Mr. Naventon. I do have some figures which look interesting along- 
side it, though, and that is the number of farmers in compliance in 
Towa in 1958, which was 64,000 out of 213,000 farms in the State, or 
approximately 30 percent in compliance. ' 

Now, the average acreage allotment for the farms in compliance 
in Iowa in 1958 was about 32 acres. For the farms not in compliance, 
it was roughly 33 acres. 

But the average acreage planted in corn in 1958, by the farmers who 
were in compliance, was 14 acres. 

In order to participate in the corn acreage reserve, producers had to 
be in compliance, did they not ? 

Mr. McLarn. Oh, certainly. 

Mr. Naventon. The maximum the average farmer in compliance 
could have planted to corn would have been about 32 acres, but there 
was an average of only 14 actually planted in corn, and much of the 
remainder was in the acreage reserve. 

Now, by contrast, the average acreage planted by the farms not in 
compliance was a little over 60 acres. This means that the noncom- 
plying farmer was growing four times the acreage the complying 
armer Was. 

Mr. McLarty. I am sure this has been true since the beginning of the 
program, if you will check the record back to any year you want to 
pick. 

Mr. Naventon. I think you will find the percentage of compliance 
changes rapidly. In 1955, there was 51 percent compliance, and there 
was not this tremendous increase in the average acres planted. Here 
are the figures, incidentally. 

In 1954, the farms in compliance planted 41 acres; those not in 
compliance, 52. 

In 1955, farms in compliance, 43 acres; farms not in compliance, 
56 acres. 

In 1956, farms in compliance, 31 acres; not in compliance, 56 acres. 

In 1957, farms in compliance, 19 acres; farms not in compliance, 
58 acres. 

In 1958, farms in compliance, 14 acres; farms not in compliance, 
60 acres. 

Now, what would the effect have been on production if instead of 
having a compliance ratio ranging from around 28 percent to 51 

reent, each year by offering more inducements for compliance you 

ad gotten about 10 percent more of the farmers to comply and thus 
cut their acreage from 25 percent to 50 percent? 

That would have meant substantial reduction in production, would 
it not? 

Mr. McLarn. I can’t answer your question, Mr. Naughton, be- 
cause I don’t quite follow you. 

I would like to say this. If this committee is going to recommend 
allotments be put back on, I would like to again go back to this 
table and tell you that in the 16 years prior to 1954 the Secretary of 
Agriculture in each of 9 of those 16 years decided we shouldn’t have 
acreage allotments for corn. 


Mr. Naventon. Because we did not have enough corn in most of 
those years. 
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Mr. McLarty. No; there were many reasons. 

Mr. Smrru. In seven out of the nine we had a state of war. 

Mr. McLatrn. Oh, this is kind of unusual to admit there was this 
much war during that period. Generally we don’t like to admit it, 

Mr. Smirn. We had a resolution of Congress in 7 of those 9 years 
that declared us to be in a state of war. 

Mr. McLary. And we had quite a lot of corn piled up in those years, 

Mr. Smirn. One year corn went to $2 a bushel, and they didn’t like 
it. People stood in line, as you were talking about, only 10 years 
ago— 

Mr. McLarn. You mean people didn’t like $2 corn. 

Mr. Smiru. No; because the next year they knew it was going to 
cause a lot more trouble, because of what they did, you see. 

Mr. McLarn. I didn’t run into many of those people. 

Mr. Smiru. Who had the corn to sell? Most farmers were buying it. 

Mr. Naucuton. I sold 1947 corn to a feeder for $2.75 a bushel, de- 
livered it for that price. 

Mr. McLarn. And you felt badly about it? 

Mr. Naveuton. I wished I had more corn. 

Mr. Fountain. We have already gone 20 minutes beyond 1 o’clock, 
The subcommittee will stand adjourned until 2:30. 

(Whereupon, at 1:20 p.m., the subcommittee recessed to reconvene 
at 2:30 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Founrarn. Let the subcommittee come to order. 

Mr. Smith, I believe you had some questions you wanted to ask 
Mr. McLain. 

Mr. Smiru. Mr. McLain, first we have to look to the future—it is all 
well and good to look to the past to try to find out what to do about 
the future, but the future is what we are really interested in. 

Now, as I understand your figures, we increased corn acreage by 11 
million acres over the 1958 crop and the yield was very slightly lower, 
or approximately the same. 

Now since we have the same program in effect for 1960, what do 
you think caused this high acreage ? 

Mr. McLain. The ending of the acreage reserves, primarily. 

Mr. Smiru. How many corn acres did you have? 

Mr. McLain. Between 6.5 and 7 million. 

Mr. Smiru. So that would account for 6.5 or 7 million out of the 
11 million? 

Mr. McLarn. That is right. 

Mr. Smiru. And the other 4 million you attribute to what ? 

Mr. McLain. The downturn in other feed grain production. The 
land went for something. You just don’t let land Jay idle. 

Mr. Smiru. But the total tonnage went up ? 

Mr. McLarn. The yields of oats and barley were down, grain sor- 
ghums was up, and corn remained about the same. In 1958 the aver- 
age yield of the four feed grains reached a record high of 1.15 tons per 
acre, and 1959 yields equaled that record. 

Mr. Smrru. But the tonnage went up. 
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Mr. McLain. The tonnage went up from 158 to 166, which is about 
g million. The acreage from 1958 and 1959, of all feed grains, went 
up from 136 to 143 or about 7 million acres, but the acreage that we 
had in the acreage reserve program was 6.5 million so that leaves a 
very small amount between this and what the total difference in total 
feed grain was. 

Mr. Smiru. Now, in addition to this acreage you had last year, there 
is some additional acreage coming out of the conservation reserve for 
this year’s crop, too. 

Mr. McLain. That is right. In 1960 we will have about 28 million 
acres in conservation reserve all over the country. The big end of 
this is not in the Corn Belt at this time, as you pointed out this morn- 
ing. It is in other areas, the Cotton Belt of the South, the big end of 
it is in the wheat area and there are smaller amounts of it in the fringe 
area of the Corn Belt, but not too much of it right in the heart of the 
Corn Belt. 

Mr. Smiru. So we can expect, evidently, as many acres in corn this 
year as there were in 1959. 
~ Mr. McLain. It depends, I think, Mr. Smith, a little on what the 
weather is at planting time. Beans, of course, are a substitute crop 
for corn, as you well know in your part of the State, and if the 
weather at planting time for corn is unfavorable, there could be a 
shift into more beans. 

If it is real favorable at the beginning of May, it may well be the 
corn acreage would be as high or higher. The weather is the deter- 
mining factor in whether the bean acreage goes up and corn goes 
down, or whether the reverse happens. 

Corn supports will come down about 6 cents from where they were 
a year ago under the statute, which would make it $1.06 nationally, 
which will make it more attractive for people that are interested in 
raising soybeans. 

Mr. Smirn. Have you thought about the possibility of trying to 
encourage more of this acreage into soybeans instead of leaving so 
much in corn, to alleviate the storage problem ? 

Mr. McLain. Well, the soybean growers, and I am sure you know 
some of these people, have advised against raising the aaa sup- 
ports because soybeans have been a fantastic crop, as you well know 
from the increase in production acreage over the past 10 or 15 years. 
It is the fourth largest grain crop we are producing. 

Mr. Smirn. What I am getting at is that an acre of soybeans pro- 
duced that the Government takes over leaves you with about half the 
cost in storage as compared with an acre of corn. 

Mr. McLarn. And we are in a better situation so far as soybeans 
areconcerned. We have very little carryover. 

Mr. Smrru. If it were an alternative of whether or not you were 
to get so many acres of corn or soybeans, you would be better off with 
the soybeans. 

Mr. McLain. Soybeans have been above the loan rate and the price 
farmers get for soybeans will be a governing factor, we think, in what 
they do. 

Mr. Smirn. You have no intention, then, or you haven’t been think- 


ing about increasing the supports on soybeans in order to decrease the 
cost of storage on corn ? 
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Mr. McLatn. The grower organizations don’t want us to do it, but 
there will be—as I pointed out—a 6-cent further advantage if we 
leave soybeans where they are in 1960, because corn will come down 
that much. We will announce the soybean support rate within the 
next 2 weeks. That will be done so that the farmers will know jn 
plenty of time. 

Mr. Smirn. Well, then, do you really have any program other than 
the conservation reserve program, that would reduce our storage cost 
by getting rid of some of this 11 million acres, or more of corn? 

Mr. McLatn. Well, of course the excuse for Puble Law 480 is 
moving surplus stocks in order to get rid of-them, or as you say, to 
save storage costs and other things. Of course you know that we 
helped sponsor this legislation and were for the extension of it. 

Mr. Smitru. But you are not proposing to increase it, are you? 

Mr. McLatn. The amount of money I think is a billion and a half 
for each of the next 2 years. The amount of it—we got about what we 
asked for, I think. 

Mr. Smiru. So we can’t look to any increase in that as an agreed 
way to reduce storage costs ? 

Mr. McLarn. Well, I said earlier here this morning that our people 
that have studied the outlet for feed grains are pretty optimistic about 
the future of the European market, because livestock production and 
diets are getting better in the parts of Europe that are prosperous. 
We have a very good market there now, and I just heard Mr. Ioanes, 
the second man in command in the Foreign Agriculture Service, make 
the statement the other day that he expected this to be better in the 
next 12 months, which to the extent it is will be helpful. How much 
that will be, no one knows. 

Mr. Sairnu. Of course relative to storage costs, a bushel of corn 
raised in 1959 or even 1960, to the extent we can forecast—if it is in 
excess of normal supply—will prebably end up in Government stor- 
age for 3 or 4 years. Nobody can tell for sure, but probably the stor- 
age cost on each additional bushel we have is going to be more than 
just 16 cents. Weare talking about probably 50 cents or more. 

Mr. McLarn. Well, to the extent that corn is put into storage and 
kept, you can multiply it by the years. We are holding down this 
buildup as much as we can, of course. 

This is one reason why we moved further with an expanded program 
in the conservation reserve area. 

Mr. Smirn. But you really don’t think that expanding of the pro- 
gram to 60 million acres would take care of this 11 million acres? 

Mr. McLarn. It would be helpful, we think, Mr. Smith. 

Mr. Smiru. Do you think under conservation reserve program, you 
would have to take about 35 million acres in the program in order to get 
11 million acres out of corn ? 

Mr. McLarn. Well, again, I don’t like to talk about corn alone. 

Mr. Smriru. I mean feed grains. 

Mr. McLatn. Obviously we deal only with cropland that has been 
in crop recently. I saw in Oklahoma, in a visit I made inspecting 
some of our conservation reserve land a field of alfalfa that was in the 
conservation reserve program that the owner of the land said before 
quite a large group had produced at least 4 tons to the acre. The feed 
units off of that is tremendous, as you well know from the value of 
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alfalfa, so it isn’t really only the feed grains that you have to talk 
about, because alfalfa, for instance, in lowa would rate next to corn 
from the standpoint of feed units per acre. 

Mr. Smiru. But there are storage problems on corn. 

Mr. McLain. Alfalfa is interchangeable with corn for many uses in 

tion. 
gc SmirH. What program do you have, other than what can be 
done through the conservation reserve, to recommend for reducing 
our storage costs due to this additional 11 million acres we had last 
year and can expect to have this year 4 

Mr. McLain. Well, I have mentioned them. The 480 program, the 
conservation reserve. By the law of average, we don’t anticipate al- 
ways having the good weather we have had, and as I pointed out 
this morning, if you had half a year’s crop just 1 year in feed grains, 
the situation would change overnight. 

Mr. Smiru. ‘Those are the only possibilities you see ? 

Mr. McLatrn. I think that is all as far as Government action is con- 
cerned, yes. 

Mr. Smrru. Now, you mentioned wheat. Is there any way we can 
arrive at some agreement as to how you can get something done? 

On the wheat bill you were opposed, you said, to the higher sup- 
ports, but evidently not to the fact that the acreage was to be cut to 
43 million acres. 

Mr. McLain. Not if the wheat farmers would accept it, and the cut 
acres weren't put into feed grains. Of course we would have to insist 
on that. 

Mr. Smirn. Under the bill there was cross compliance on those 
acres. Suppose the bill would provide that instead of having 90 per- 
cent support you have 75 percent support, but you still had these cuts, 
but instead of having the 90 percent support you provided under sec- 
tion 407 that no grain would be sold out of Government bins for less 
than 90 percent of parity. 

Mr. McLain. Well, we have always approved of this section 407, 
because we believe that the market ought to operate above the loan 
rate. 

Mr. Smirn. But as it is now, 407—and correct me if I am wrong— 
provides 105 percent of support price. 

Mr. McLain. We are willing to put the sellout price higher. Our 
bill, when it gets before the House committee Thursday of this week, 
will indicate that we are willing, if the control route is the route that 
Congress wants to follow, strict controls, we would be willing to 
raise the sellout price, because it is foolish not to have that done. 

Mr. Smirn. This is interesting, because after the wheat bill was 
vetoed last year I went to the committee and suggested this very thing 
as the way to compromise the thing, to leave the support price down 
but to increase the sellout price. 

Are you willing now to take that same bill and leave the support 
price down but increase the sellout price ? 

Mr. McLain. Senator Ellender has a bill similar to what you are 
talking about that I will testify on. 

Mr. Smrriz. Does he increase the sellout price under that bill ? 

_ Mr. McLarn. Yes, and we will indicate—you see the President has 
indicated if it is the wish of Congress to go the control route, we will 
go along with it providing these other criteria are met. 
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One of the criteria has to be the one you are talking about, which js 
very important. If you are going to get the market above the loan 
rate, you just can’t pour our stuff back in at market price, that is all] 
there is to it. 

Mr. Smiru. Suppose we had the same kind of program on feed 
grains. For example, you would provide for allotments—with a 
referendum, of course—you would provide for allotments with 75 per. 
cent supports, or $1.06, or whatever the average is, but still provide 
that it cannot be sold out of Government bins for less than 90 percent 
of parity, and you provide for a quota, a total quota of less than what 
our consumption was last year. This would be the same thing. 

Mr. McLarn. Are you talking about market quotas? If you are 
talking about feed grains 

Mr. Smirn. Either one. 

Mr. McLarn. Well, there is a vast difference. With market quotas, 
everybody is compelled to do what the majority or two-thirds vote 
for. We would, of course, oppose a marketing quota. 

Mr. Smiru. Are you opposed to letting the producers vote on that 
kind of program ? 

Mr. McLarty. Well, of course, the producers did vote last year, we 
didn’t oppose that. We have indicated that we don’t object to going 
back to the producers again, if you have the proper alternatives. 

I think it would be banging your head against the wall, though, to 
go to the feed grain growers with a marketing quota program for their 
commodity, because the Congress took it out in 1954 simply because 
all the farm organizations, when we faced up with it, said it couldn't 
be lived with. 

We wouldn’t recommend a thing like that, and I don’t believe you 
would. 

Mr. Smiru. Are you opposed to going to the people and letting them 
vote on that ? 

Mr. McLarty. We agreed if there were reasonable choices, we 
wouldn’t oppose it. I don’t think the marketing quota on feed grains 
would be reasonable. 

Mr. Smiru. Then your answer is that you don’t want the feed grain 
growers to vote on the same thing you would agree to for wheat 

Mr. McLain. The wheat program has had marketing quotas since 
the beginning, as have the other basic commodities, but corn has never 
had. The Congress, not at our urging, but at their own volition, re- 
moved this provision, and, of course, if Congress wants to put it back 
in, I am sure they will not but if they did I am positive what the re- 
action of the farm people in your and my State would be to it. 

Mr. Sarru. In spite of that, we have to think of the national in- 
terest here. If you are going to support prices and have Government 
take over, you have to be willing to accept some kind of control. 

Mr. McLarn. Well, you also have to assume some responsibility 
when you do that, Mr. Smith, and I know you feel this way. I per- 
sonally wouldn’t want to be any part of a referendum that would go 
back to the corn farmer with one of the alternatives marketing quotas 
on corn, because I just think from the experience that we had before 
this would not be wise. 

Mr. Smirn. Well, to make it clear, if I understand you correctly, 
you would not be in favor of having a referendum among feed grain 
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roducers that would be the same as the referendum you are willing 
to have on wheat ? 

Mr. McLatn. I think that would be accurate to say. Now let’s 

t at the reason. Wheat is a product that by and large is marketed 
through a market not used in |] ivestock feed. Corn as you well know, 
80 percent of it goes through livestock, or more than that, and to put 
marketing quotas on a commodity that goes to livestock you would just 
have to have acheck at every farm. 

Mr. Smiru. I agree, but you could use acreage allotments. 

Mr. McLarn. Our experience has been that they haven’t done any- 
thing. 

Mr. Naventon. On that point, Mr. McLain, what study has the 
Department—I know you mentioned one study that has been made, but 
have you gone in and examined the acreage allotments, the average 
amount of corn grown by the producers who were in compliance? 

Mr. McLain. The only study the Department has made to my 
knowledge is this one I referred to, which of course we will make avail- 
able to you. The only other study we have made is a study of what 
the record shows. Of course I have had many discussions with the 
leaders in our operation of this program as well as farm organizations, 
and I have yet to see many people that would argue the point that 
acreage allotments on corn will ever work. 

Mr. Naveuron. Why does the Secretary, when he talks about acre- 
age allotments and the willingness of producers to accept them, always 
use the figure for the acreage grown under allotments? He uses that 

reentage. Why doesn’t he use the percentage of those who comply, 
which I think is a more accurate reflection of the willingness of the 
farmers to accept controls ? 

Mr. McLarn. If you look at the problem, you look at the results of 
your action, and normally it isn’t individuals. Individuals count, they 
are important, but if you are going to solve the problem, you look at 
the overall production. This has nothing to do with individuals. 

In other words, you could have maybe 60 percent of your producers 
complying, but if you had 70 percent of your land not in compliance, 
what have you done? 

What you need to look at is the problem, not the individual. 

Mr. Navcuton. Of course the purpose is to see how much produc- 
tion is reduced through compliance. 

Mr. McLarn. That is what Iam saying. You don’t do it by number 
of farmers, but by the number of acres. 

Mr. Naventon. The number of of farmers times the number of 
acres they take out of production. 

If 30 percent of the farmers are planting only 12 percent of the 
acres because they are under controls and may be participating in 
the soil bank, while 70 percent of the farmers are planting 88 percent 
of the acreage, or perhaps the figures show even a wider spread—the 
average farmer not under controls was planting four times as much 
corn acreage in Iowa as the man who was under controls—if you could 
get even a small percentage of those who were not in compliance to 
cross the line and get into compliance, thus reducing the acreage by at 
least a half or more if they were participating in the soil bank, 
wouldn’t that show up in terms of reduced production ? 
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Mr. McLarty. You can follow this line of reasoning if you want 
to, however, I dismiss it as being irrelevant to the real problem. The 
real problem i is how many acres of corn do you grow in the United 
States each year and w hat the yield is. What each little individual in 
the process does is irrelevant. 

What you are interested in is the total of what happens, because 
this is what determines what happens to the price. 

There isn’t any use, Mr. Fountain, in Mr. Naughton and I dis- 
cussing this any more, because he has a fixed opinion on the importance 

of this, and certainly he has the right to his opinion, however, I 
don’t consider corn allotments important at all. I have tried to say 
this very nicely, and I say it again. 

Mr. Fountarn. Well, you may give any answer you want to give 
to any question he wants to ask, and if he wants to elaborate on his 
question by giving an explanation, he may do so. 

Mr. Navueuton. You don’t question these figures as to the average 
acres ? 

Mr. McLatrn. I have no basis for questioning the figures. I just 
said they aren’t relevant to the problem we have before us. 

Mr. Naveuron. I think they are very relevant, but going into this 
a little further, assuming my division is correct, because the figures 
were furnished by the Department, 30 percent of the farmers in Iowa 
were in compliance with acreage allotments in 1958. In 1959, because 
there were no acreage allotments and no acreage reserve, there was 
no incentive whatever for the man who had been in compliance to 
hold back on production of corn. 

Now, what do you suppose the farmers who had been planting 
an average of 14 acres of corn did ? 

Mr. McLarty. I wouldn’t have any idea, Mr. Naughton. 

Mr. Naveuton. Well, what 

Mr. Fountarn. He said he didn’t have any idea. 

Mr. McLatn. You answer your question, because I think it is ir- 
relevant to what the problem is. We are interested, Mr. Fountain, in 
doing something to keep up the price of corn and other feed grains. 
We have felt for a long time the only reasonable way to do this was to 
put a reasonable floor under all corn prices, and this is the reason 
we have taken the course we have. 

With the crop we had in 1959, the biggest on record, the average 

market price has been running right in the neighborhood of what ‘it 
was a year ago. It is running there because every farmer that has 
corn that is eligible, because of moisture and otherwise, knows what 
that corn is worth. 

I can point out further in a report our hog people have put out that 
one of the factors, that has turned the hog thing around is that every 
farmer knows how much his corn is worth. We think this is the 
purpose of the loan program, to put a floor under grain prices so that 
we don’t have wide swings. 

You don’t do that with an acreage allotment. It has been proven 
that you can’t do it, and to pick out isolated cases, which is within 
your privilege, I think is irrelevant to the problem. 

Mr. Founrarn. Well, you have a right to your opinion on that. 
The committee can analyze the whole picture. 
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Mr. Naueuton. Of course the State of Iowa in terms of corn pro- 
duction is not an isolated instance, is it? If so, it is the most important 
isolated instance in the country. 

Mr. McLatn. I wasn’t talking about the State of Iowa. 
talking ¢ about the isolated cases you have taken. 

Mr. Nauecuton. Let’s take the situation nationwide. These figures 
[am quoting to you came from an analysis and examination of figures 
which were prepared by your own people in the Program Analysis 
Branch, I believe. 


Mr. McLain. They will prepare anything that this committee 
asks within reason. 

Mr. Naucuron. I am wondering: Did they go out and in 1958 doa 
nationwide analysis to determine how much compliance there was 
with corn acreage allotments ? 

Mr. McLartn. We have figures here which I am sure you have, 
which is the best estimate. The only figures we have are from 1954, 
on, as to what we think happened, and these were taken from the best 
information. I think they are fairly accurate. 

They wer en’t done purposely for this. We have been interested in 
compliance for some time. We decided to put a floor under all corn 
prices because we wanted to do something about holding the price of 


con up. That is the purpose of the act. All other feed grains have 
never had acreage allotments. 


Mr. Naventron. The authority has been there. 
Mr. McLarty. The previous administration never put them into 
effect because they realized the impracticability of it. 


Mr. Naueuton. They never had the carryover of feed grains you 
have. 


Mr. McLarn. If there hadn’t been a Second World War, I am sure 
the ore would look different. 


Mr. Naventon. Do you expect the man operating the program to 
put allotments on in the middle of the war? 

Mr. McLarn. I just point out in 9 of 16 years they 
allotments. 

Mr. Naucnton. We all know the reasons for that. We also know 


you have had full authority for cross compliance in all feed grains, 
have you not? 


Mr. Founratn. He has explained that. 

Mr. McLarn. I have explained that three times. 

Mr. Naventon. The results of the Secretary’s program of course 
are 420 million bushels more in inventory which will cost the t 
payers—— 

Mr. McLarn. I didn’t say that, you said that. 

Mr. Naueuron. W ell, T am talking about your budget. estimates. 
This is the Secretary’s program on feed grains, is it not ? 

Mr. McLarn. No, it isn’t. We asked for a minimum of 60 percent. 

Mr. Naventon. How much difference would that make? 

Mr. McLarty. Well, it is 5 percent. 


Mr. Naventon. Are you saying if you had been able to lower the 
supports on corn another 5 percent—— 


Mr. McLain. T just answered your question. You made a state- 
ment, and I say it is not accurate. 


Mr. Naventon. It is essentially the Secretary’s program. 
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Mr. McLarn. No, it is quite different. 

Mr. Naventon. Didn’t he consider it was adequate when he testified 
last year ? 

Mr. McLatn. He considered it was the best Congress would pags. 

Mr. Naveuton. Now, in 1959, before it was going into effect, didn’t 
he come up and tell Congress he thought the legislation on feed graing 
was adequate ? 

Mr. McLarty. It was the best under the circumstances that could be 
obtained. No one has ever said it was what he asked for. 

Mr. Nauenton. Well, he said it was adequate. 

Mr. McLarn. Well, adequate under the conditions. 

Mr. Naventon. Well, if you were—— 

Mr. Fountarn. Let’s read what he said. 

Mr. Naveuron. I am quoting from a hearing before the House 
Appropriations Committee on March 8, 1959: 

Mr. WuirteN. I would like to find out what you mean. In your judgment 
what do we need to cut back feed production to, and in order to cut it.back to 
what you think it should be, what price support levels do you think you ought 
to have? We cannot do the thing you talk about unless we know exactly what 
you mean. 

Secretary Benson. We think the legislation we have on feed grains is ade- 
quate, Mr. Chairman. 

Mr. McLarn. Under the conditions, in that terminology is correct, 
If you go back to look at what we asked for, the testimony at the 
time the bill was put through the Congress, you will find we argued 
up to the last ditch, even in the conference committee, to get the level 
pulled down to 60 percent, and it was not done. 

What he said was he was not in favor of attempting to amend this 
legislation because of the difficulties we had had even in getting this 
much done. By adequate, that is what he had in mind. 

Mr. Smiru. Do you think if the supports had been 60 percent instead 
of 65, we would have had 

Mr. McLarn. It wouldn’t have changed things in 1959, Mr. Smith, 
because it was the 3-year average that determined the rate in 1959, 
anyway. I am talking about the long-time effect of the program. 
If we had it in 1960, we would be in a better position. 

Mr. Smirn. Do you think lowering the price support by 5 percent 
in 1960 would reduce the acreage ? 

Mr. McLatn. I think over the long pull, which is what we ought 
to be interested in here rather than year by year, if we had a floor of 
not over 60 percent—this is higher than we started with when the 
initial act was passed—we would all be better off, farmers included. 

Mr. Smiru. You really have two methods which would reduce acrea- 
age in your judgment. One is the conservation reserve program being 
extended and second is reducing the support price. 

Mr. McLarn. I think anyone that studies this realizes the higher 
you keep the support, the more money you have to pay. This 1s as 
simple as ABC. If you want to keep the cost down, which I am sure 
this committee wants to do, the less incentive you have in your 
program. This is why we are going to say with our wheat program 
that to continue the current support rate, which is an incentive In 
many areas with wheat, you are foolish to try to do anything about 
taking land out, because you are just going to bid against something 
that is too high priced. 
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Mr. Smrru. You are saying both of these things would reduce 
roduction ¢ 

Mr. McLarn. Over the long pull, I am sure they would. 

Mr. Surru. Is there anything else that would reduce production 
that you recommend ? 

Mr. McLarty. We have recommended that more emphasis be put on 
the utilization end, rather than the production end. That is a small 

art, but we think it is important. Over the years we have spent a 
ot of time on production research, two blades where one grew, and 
for many years we have tried to direct our research people in Wash- 
ington as well as in the field into finding new uses instead of so much 
emphasis on this one end. 

Mr. Smiru. Is there anything else you are recommending other than 
lowering supports and using the conservation reserve ? 

Mr. McLarn. And the 480 export program. 

Mr. Smiru. That isin the utilization. 

Mr. McLarn. I think that covers it. 

Mr. Fountarn. No limitation on production, other than through 
conservation reserve ? 

Mr. McLain. That is right, because it is a demonstrated fact it 
doesn’t work except with tobacco, and even the acreage they have cut 
back in many areas has gone into something else. 

Mr. Fountatrn. I just never have been able to understand how any 
kind of support is justified unless production is limited—flexible, high, 
low, any kind of support. To tell a man he can plant all he wants to 
and you will guarantee him a certain income just doesn’t sound real- 
istic to me, and the thing that disturbs me in this long pull you are 
talking about is I am afraid our surpluses are going to continue to 

ile up, and before long the American people are going to rise up and 

lame the farmers for all of this and destroy the programs we have, 
and in the meantime the farmers are going bankrupt. 

Mr. McLain. If Congress felt this way, the thing to do is pass strict 
cross compliance, mandatory, and I think you would find out how 
the farmers felt in short order. 

Mr. Smrru. But you said, as I understand it, you would not approve 
a program which called for acreage allotments below the necessary 
number of acres to produce our present consumption. With cross 
compliance and no supports—you wouldn’t approve that ? 

Mr. McLain. I said we would not approve anything that had mar- 
keting quotas in it. Of course we think that we ought to get away 
from acreage allotments completely and work on the whole feed grain 
picture rather than on corn, grain sorghums, barley, or any part of it. 
The conservation reserve program operates against the whole acre- 
age and makes the requirement that the cropland that goes into these 
crops be retired. 

Now, this isn’t cross compliance, because it puts everything together. 

Mr. Smrrxu. You are opposed to feed-grain producers having the 
program you would propose for wheat, that is allotments and low 
— but a higher price on the grain in CCC inventory ? 

r. McLatn. Don’t wish on the feed-grain grower what has hap- 
pened. 
_ Mr. Fountain. They are not going to support low supports and 
limited allotments at the same time, I don’t guess. 














1290 INVESTIGATION OF THE COMMODITY CREDIT CORPORATION 


Mr. Smirn. Well, if the production was less than consumption, in 
effect, the market would be up, provided you didn’t let the grain come 
out of the Government bin at too low a price, but you are opposed to 
this kind of program for feed grains. 

Mr. McLarty. We are opposed to going back to corn allotments, 
We are not opposed to a program that will pull the total production 
of feed grains down, and as Mr. Langen said this morning, this is a 
thing that has accumulated over years with good weather. It isn’t as 
big a surplus relatively speaking as many people think. 

Mr. Smiru. You have a right to your opinion, but my point is if it 
takes a two-thirds vote to override a veto, when you say Congress can 
change it, you mean if they had a two-thirds vote they could change it. 

Mr. McLain. Well, the part that was vetoed was raising the price 
support. A year ago, Mr. Smith, we agreed in the bills that were 
presented to go the control route if Congress wanted to go that way, 
providing you didn’t do the other things to offset it. 

Mr. Smiru. But the 1958 corn bill was vetoed, too. 

Mr. McLarn. There have been several bills vetoed, with plenty of 
justification, in my judgment. 

Mr. Fountain. It would seem to me, farmers would be against 
cutting supports and putting limitations on at the same time. Surely 
in my State—— 

Mr. Soirn. Actually those programs have cost the Government 
less money than the corn program. 

Mr. McLain. With tobacco, if that is what you are referring to— 

Mr. Founrarn. And peanuts. 

Mr. McLain. They haven’t been as high, wide, and handsome. 

Mr. Fountatn. They have had some bad experiences. In the last 
few years the peanut growers have been cooperating, as I see it, very 
well in an effort to work out their program. 

Mr. McLarty. Tobacco has been a commodity, well, you know how 
it has been handled. Comparing tobacco and corn is like comparing 
a pigandacow. That is about the similarity. 

Mr. Sorirn. If this is the situation we find ourselves in, we are go- 
ing to be looking forward to higher and higher storage costs on feed 
grain unless something is done, aren’t we ? 

Mr. McLarn. I don’t think so; no. 

Mr. Smiru. You don’t think the carryover 

Mr. McLarty. Again, if we get the program we have suggested, I 
think it will turn the other way within a year or so. 

Mr. Smirn. Under the present program as it is on the books now, 
you will agree, though, that the inventory of CCC is going to increase. 

Mr. McLain. Without an expanded conservation reserve, if you 
have the kind of weather we have had in the last 3 years, this is true. 
Again, I don’t assume that we are going to have that. 

Mr. Fountatn. Speaking of the conservation reserve, I might read 
into the record a statement from the report of the Comptroller Gen- 
eral to the Congress dated December 31, 1959, page 4, under the head- 
ing “Prior use of land in the conservation reserve.’ 
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Preliminary estimates by the Department of Agriculture show that about 5.4 
million acres, or 23 percent of the estimated 23 million acres under conservation 
reserve contracts, had been devoted to hay and pasture, had been idled or sum- 
mer fallowed, or had a history of crop failure. It is estimated on this land 
payments will amount to about $54 million annually, or $270 million over the 
5-year average life of the contracts. 

Do you care to comment on that statement ? 

Mr. McLain. Yes. 

AsI pointed out here to Mr. Smith, this shows a lack of knowledge 
of what hay land can produce. In the first place, there is no indica- 
tion here that this isn’t strict compliance with the statute, because the 
statute says that we are to consider land that is in a regular rotation. 

Mr. Fountarn. Further down it says: 

The Soil Bank Act establishes authority as to the type of land eligible for par- 
ticipation, but it is restrictive in that it applies to specific acreage regularly 
used in the production of crops. 

Mr. McLar. That is right, and, of course, the rotation normally, 
in most parts of the country, will have hay in one year, pasture, then 
3 years of intertilled crops. 

The thing you have to realize, and I am sure all the members of 
this committee do, is that the feed-grain units are produced not only 
in oats, barley, grain sorghums, and corn, but are also produced with 
alfalfa and with other hay, and may I also say that there are a good 
many people in Congress that thought we weren’t liberal enough in the 
interpretation we put on this provision. 

Mr. Founrarn. I can well imagine you would find almost any point 
of view in Congress. 

Mr. McLarn. That is right. 

Mr. Founrarn. I can well understand how constituents want to ex- 
press their point of view, but sometimes Members of Congress go to 
extremes in this sort of thing, overlooking the national interest. 

Mr. McLarn. We haven’t known of an instance where they weren’t 
asking us to comply with the law, but there are different interpreta- 
tions on the law, as you know. 

Mr. Naventon. Mr. McLain, is 23 million the figure that is now 
under the conservation reserve? 

Mr. McLarn. In 1960, there will be about 28.5. 

Mr. Naveuton. And there was 23 

Mr. McLatn. 22-plus for 1959. 

Mr. Naveutron. What effect do you think that had on the produc- 
tion of corn? 

Mr. McLain. I have charts here that I would like to pass out to you 
which cover this, and I will make it a matter of record. 

Mr. Naueuton. Fine. 

Mr. McLatn. This is a projection by a pretty accurate survey that 
has been made as to what the effect of the conservation reserve will be. 
You can spend a lot of time on it. 


Mr. Fountarn. If there is no objection, we will make it a part of the 
record at this point. 
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(The information is as follows:) 


Former use of conservation reserve cropland as compared with use of alt 
US. cropland 


ee 
































1954 Census of 1959 conservation 1960 conservation 
Agriculture reserve acres reserve acres 
| acre tt Ss 
Crop or land use Acres for |Percentof; Former /|Percentof; Former Percent of 
crops and total land use total land use total 
land uses | cropland; (acres) ! reserve | (acres) | reserve 
acres acres 
(a) (b) (c) | (d) (e) (f) 
Dey and pasiire.........-.<<-~<s--~.. 143, 750, 616 31.3 3, 659, 000 16.3 4, 992, 000 17.4 
OT Eee 78, 122, 557 17.0 | 3,518,000 15.7 | 4,579,000 16.0 
Wheat, harvested for grain........| 51,361, 684 11.2 | 2,330,000 10.4 | 3,080,000 | 10.8 
Oats, harvested for grain_.......-.- 37, 920, 704 8.2 | 3,237,000 14.5 | 4,082,000 | 14.3 
Cotton, harvested___----..----...| 18, 858, 145 4.1 517, 000 2.3 660, 000 | 23 
Soybeans, harvested for grain-- -- 16, 444, 225 3.6 860, 000 3.8 1, 089, 000 3.8 
Barley, harvested for grain......-- 12, 555, 936 2.7 | 1,245,000 5.6 | 1,616,000 5.6 
Sorghum, harvested for grain. --- 11, 303, 915 2.5 | 3,458, 000 15.4 | 3,837,000 13.4 
Flaxseed, harvested___....--.---.-- 5, 178, 643 1.1 433, 000 1.9 599. 000 2.1 
Vegetables, harvested_........---- 3, 739, 994 8 176, 000 .8 224, 000 8 
Peanuts, picked and threshed__--- 1, 270, 386 3 113, 000 5 148, 000 ‘a 
Tobacco, harvested_-_--.--.-- ‘sist ees 1, 557, 039 3 11, 000 oe 15, 000 1 
Dry Saree UOENS... . ..s.-.22..-.5- 1, 455, 239 3 67, 000 3 84, 000 - 
Irish potatoes, harvested.........- 1, 210, 872 .3 29, 000 ii 39, 000 Al 
Other crops, harvested__.-...-.-.- 2 19, 896, 290 4.3 | 1,365,000 6.1 1, 703, 900 5.9 
Summer fallow. .........-..------ 28, 631, 403 6.2 | 1,034,000 4.6 | 1,342,000 47 
Se nn ncn Sawapeadupes 32, 077, 241 7.0 925, 000 4.1 1, 229, 000 4.3 
Total (includes multiple 
I ns ae ake aladik | 465, 334, 889 101.2 | 22,977,000 | 102.5 | 29,318, 000 102.4 
Total (exludes multiple 
| eee ss desea 459, 648, 961 100.0 | 22, 422, 000 100.0 | 28, 620, 000 100.0 
| 





1 Estimated acres which would have been devoted to this use without a conservation reserve program. 
It should not be assumed that acreage was reduced to this extent below the previous year because some of 
this land went under contract in each of the years 1956, 1957, 1958, 1959, and 1960. 

2 Includes acreage devoted to fruits and nuts, which is ineligible for the conservation reserve program, 
but which is included in census total cropland acreage. 

3 Variations between total lines are due to double cropping, crop failure replanted, and similar unusual 
land uses. Conservation reserve acres reported as of Aug. 14, 1959, for 1959 and estimated Dec. 1, 1959, 
for 1960. 


Mr. McLarn. This shows this was arrived at by checks in four 
or five counties in each State, and then it was blown up, as any 
statistical record is, and it shows over in the right-hand column in the 
1960 column, our projection of what this 28.6 million acres was in the 
previous years before it came under contract. 

This will be used before all the committees, so you have the first view 
of it, but it was accurately prepared with research techniques and is 
statistically sound. I think General Accounting Office representatives 
have already seen a copy of this. 

Mr. Smiru. Who prepared this? 

Mr. McLain. It was prepared in the Soil Bank Division of the De- 
partment. : 

Mr. Smrru. And they are saying that 3,500,000 acres of this 22 mil- 
lion would have been in corn if it hadn’t been for the conservation 
reserve ? 

Mr. McLarn. Not only would have been, but it was in corn in the 
year previous to the time it came under contract. 

Mr. Suiru. Well, of course, that is a different thing. It might be 
in corn for 3 years, and this is the 3 to rest it up. 

What really counts is how much did you reduce corn acreage ! 
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Mr. McLain. The only way you can tell how much you reduce corn 
ac is to take the last year it came in under contract and find out 
how it was used. If you take the year you have it under contract, 
they could tell you they would have done anything with it. 

We don’t take that; we take what actually did happen. 

Mr. Smiru. You would agree that would give a distorted picture ? 

Mr. McLain. I don’t know how you could be any more fair. If you 
took the fellow’s word that he was going to put it in something, that 
wouldn’t amount toathing. If you took the record as to what he did 
have it in the previous year, perhaps you would have a fair estimate. 

Mr. Surru. If I had my land in corn for 3 years, half of it, the next 
Byears it wouldn’t be in corn, it would be resting up. 

Mr. McLain. Remember, 60 to 75 percent of this land is whole 
farms. This is land completely out of depleting crops. 

Mr. Smrru. In Iowa, they estimate that one-third of the total acre- 

reserve out there would have been in corn, and Iowa produces 
Bent = third of the corn surplus. 
If 175,000 acres in lowa represents a third of the corn-producing 
multiply that by 3, you have 500,000 instead of 3,500,000. 

Mr. McLarn. Well, we will stand on this table, Mr. Smith, as devel- 
oped accurately statistically, with figures to back it up. 

Mr. Smirn. You are saying of this land under contract, 3,500,000 
acres was in corn the year before? 

Mr. McLarty. Before it went under contract. Each of these all the 
way down, this is the way it was arrived at. 

Mr. Naventon. How much corn land went into the soil bank from 
1958 to 1959? 

Mr. McLain. Well, the figure in the column to the left of that shows 
you the 1959—where we were in 1959, just step over one column, and 
you will see it. 

Mr, Naveuron. | was interested in the increase of corn land going 
into the conservation reserve during 1959, from 1958. You had a total 
of 23 million acres. 

Mr. McLarn. It doesn’t show between 1958 and 1959, because we 
developed there in 1959 for 1960. It took up to and including 1959. 

Mr. Naventon. How much of that 3 million acres or so was put 
freshly into the conservation reserve in 1959 from corn? 

Mr: McLain. I can’t answer that, but I will get the figures and make 
it a part of the record. 


e information supplied by the Department of Agriculture is as 
follows :) 


Of the acreage added to the conservation reserve program in 1959, 2,060,000 
acres were former corn land. In total, however, 3,518,000 acres of former corn 
land were under the program that year. 

_Mr. Naventon. How much would this corn land produce if it were 
planted? On 3 million acres, how much corn would have been grown ? 

Mr. McLarn. Well, you tell us what the weather will be. If you 
talk about the past, people in the Soil Bank Division think nationally 

land is not a great deal different from the average land. This 

[think nobody can prove or disprove, but there have been many spot 

checks made, and in most of the States where we have run these spot 
we asked the Congressmen to attend. 
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I don’t know whether you were able to in Iowa or not, Mr. Smith, 

Mr. Soiru. I did. 

Mr. McLarty. Mr. Fountain, were you on the tour down in North 
Carolina? 

Mr. Founrarn. I attended one meeting. I forget just when it was, 

Mr. McLarn. It varies, of course. I saw some first-class land jp 
Oklahoma and Texas. I saw some that was mediocre. 

Mr. Naventon. Let’s use the same scientific method you used to find 
out what it would have been in if it hadn’t gone into the soil bank. 

In other words, using the acreage, do you have figures as to what 
this land actually produced the period before, or the previous year 
before it went in? ? 

Mr. McLain. It would just be a matter of multiplying the acres by 
what someone thinks the average yield of this land would have been, 

Mr. Naveuton. Of course, we ought to know where it was. 

Mr. McLarn. That is right, and this would, of course, entail a lot 
of study. 

Mr. Suirn. You said 61% million acres came from the corn acreage 
reserve program, but here we have 314 million taken off the other end, 
so that leaves a net of only 3 million. 

That means, then, you attribute 8 million acres of the 11 million 
as resulting from the taking off of the controls. 

Mr. McLarty. You are under the 1959 column. It shows land use 
previous to the year that it went under contract. Of course, some of 
these contracts went back a year or so ahead of 1959. 

Now, let me see if I get your question. 

Mr. Smiru. You were saying 6.5 of the 11 million increase came 
from acreage reserve land. But now you have got 314 million in the 
conservation reserve, so that means that there was a net of 3 million. 

Mr. McLarn. I think the only accurate part about that wouid be 
that part of this might have been shifted 2 years back rather than 1 
year Lodi and I think your premise is approximately right. 

Mr. Sorru. So essentially you would say 8 million acres resulted 
from controls going off? 

Mr. McLatn. Well, there is one other factor that enters into this, of 
course. 

The corn acreage here that is included in this not only includes what 
was taken out in the commercial area, but also the noncommercial area. 

We didn’t have the acreage reserve programs in the noncommer- 
cial area, because it only applied, as you well know, to the area where 
we had allotments. Part of this is land that was in the noncommer- 
cial area. 

Mr. Smirn. We were using total production in the United States in 
the 11-million-acre increase. 

Mr. McLarn. Yes. aa 

Mr. Naveuton. I notice according to the chart on this statistical 
summary of the conservation reserve program that a little over 32 
percent of the total cropland in the State of New Mexico apparently 
was under the conservation reserve program as of December 31, 1958. 
Isthat accurate? This seems like a very high percentage. 
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Mr. McLarn. It is high. In the Dakotas it gets close to 25. 

Mr. Naueuton. The figures here show 3 percent in South Dakota, 
and 2.9 in North Dakota. 

Mr. McLarty. What is this? 

Mr. NaveuTon. Page 41 of the 1958 statistical summary on the con- 
servation reserve program and the soil bank. 

Mr. McLarn. That doesn’t have the 1959 year in it. 

Mr. Naucuton. That would be even larger, I assume, but this shows 
the percentage of total cropland in each State which has been entered 
into the conservation reserve. 

For example, Rhode Island has shown here zero in the conservation 
reserve; Iowa has 0.3 percent, and, according to these figures, 32 per- 
cent of the total cropland in the State of New Mexico is in the conser- 
vation reserve program. 

Mr. McLarn. I don’t know whether you have been in New Mexico. 
They have little cropland in New Mexico. Let’s not get excited over 
this. There is a very small amount of cropland in New Mexico, and 
we do have a high percentage of it. 

Mr. Naueuton. I don’t believe there is any danger of everybody 
being forced out of New Mexico. 

Mr. McLatn. You might be surprised about this. We have had 
some complaints. 

Mr. Naucuton. Have you made a study to ascertain the results of 
crop production in New Mexico since you started taking out such a 
high percentage of land? 

f it were to show up anyplace, it should show up there. 

Mr. McLain. This is the most accurate document that we have 
which reflects, we think, a pretty good picture of what is going on. 
Now, this hasn’t been in operation yet long enough to tell what the 
effect on production in these States will be. 

I think in another year or two we will get another 8, 10, or 20 million 
acres added, and then we can compare the production, assuming 
weather conditions stay about normal. 

I would rather use acres; then you don’t get the weather factor 
into it. 

Mr. Naveuton. If you got that percentage of cropland out in Iowa, 
we wouldn’t worry about the feed grain surplus. Regardless of the 
fact they don’t have much cropland in New Mexico, if 32 percent were 
taken out in a 3-year period, wouldn’t it be bound to show up in the 
yields of crops for the State? 

Mr. McLain. I am sure it would unless the weather change was 
sufficient to fully offset the acreage reduction. 

Mr. Navauton. I wonder if you can furnish figures for the record 
showing what has happened ? 

Mr. McLain. This was 1958, and we ought to come up to 1959 and 
bring the figures up to 1959. 

Mr. Naucuton. Showing the acreage that this land previously had 
been planted to, and the amount taken out, and the history of pro- 
duction in New Mexico since you started taking it out. 

Mr. McLarn. We will give you the best information we have on 


that. 
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(The information furnished by the Department of Agriculture is 
as follows :) 


The following table shows the Department’s estimated harvested acreage of 
59 principal crops, excluding duplication, for New Mexico for the most recent 
11 years starting just before the last drought cycle. The Weather Bureau's 
record of total precipitation at Clovis, N. Mex.—the heart of the State’s princi- 
pal agricultural cropping area—is shown for the same series of years: 

















Harvested Total Harvested Total 

acres of precipitation acres of precipitation 

Year principal at Clovis, Year principal at Clovis 

crops N. Mex. crops N. Mex. 

(inches) (inches) 
Ss a 1, 881, 000 Di RBid) BVGSs .6 546-2555 ssc8de 1, 356, 000 12.79 
ceca as 1, 413, 000 BIEE Th SEE 6 acightnionnmienes 1, 116, 000 10.09 
We Senet Sica cde 1, 389, 000 SEE fi 2007... 22... UA 1,064, 000 21.36 
1008 tak SE ccnin han 1, 360, 000 IS SE BR inn sea - diesen 1, 122, 000 21.87 
1953_- 1, 281, 000 oe pe inte eens 1, 154, 000 19. 89 

| REPRISE PEWS ET 1, 300, 000 14. 86 








The above data reveal the level of crop activity just before the drought, the 
decline caused by the drought, and the very limited resumption of cropping after 
the drought ended. The Department believes the favorable moisture conditions 
in 1957, 1958 and 1959 would have brought about harvested acres approximating 
the 1949-50 level were it not for the 35.5 percent of the State’s total cropland 
now under contract in the conservation reserve. 

The following table compares acres harvested, yield per acre and production 
for principal crops in 1949 with those for 1957-59. Marketing quotas have 
diverted thousands of acres from wheat to feed grain and forage crops since 
1949. However, if a third of the New Mexico cropland now in the soil bank had 
been free to add to production of these crops at yields shown for recent years 
in the table below, the current feed grain surplus situation would be worsened 
materially. 
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Mr. Smiru. You mentioned a field = I might say with regard 
to that that one of the things most everybody noticed was that after 
they got this land rested for about 3 years it was in a good position to 
produce a big crop, and if you have a 3-year conservation reserve 
program that is what goes on with some of this land. 

Mr. McLarty. Of course, the 3 years applied to where there was 
a cover already there, Mr. Smith. If they hadn’t put the cover on, 
it had to be for 5. We are for longer contracts, because what yoy 
are saying is proved true. ; 

The fellow who lays out land 1 year will come back in a 2-year 
period and raise as much as if he hadn’t laid it out. 4 

Mr. Smiru. Are you considering the possibility of 5-year easements 
or longer ? 

Mr. McLatn. We have considered outright purchases, easements, 
everything. That has all been explored. The difficulty when you get 
into anything other than rental is that you disrupt the economy 
even more than you do when you rent it. If you rent it, and particu- 
larly in areas where people can retire on it, you still keep someone 
there who is going to spend the money you pay in rent, which helps 
the businessman and other people. 

Mr. Smirn. I mean an easement against raising a crop that hap- 

ened to be in surplus. 

Mr. McLarn. I understand that. It has been considered, but unless 
you just eased them out of everything, they would substitute one 
thing into another, so you just have to about take by your easement 
the right to deprive them from raising anything to sell off the farm, 
which then becomes the same as, well, just. taking an option on it to 
keep it out for so many years. 

Mr. Smirn. Now, we are supposed to have a shortage in wool. 
Why couldn’t you let the fellows use these acres for wool production! 

Mr. McLain. This is a good question. I am sure the dairymen 
don’t want those acres used for dairying. They have told us so in 
no uncertain terms. 

Mr. Smiru. We are supposed to have a shortage of sugar beets and 
wool. 

Mr. McLarty. Let me put it this way: Congress put a bar against 
using it for pasture at all, except in extreme emergency, drought, or 
something of that kind. I think that is wise. We have enough 
trouble without permitting this land to be used to get somebody else 
in trouble. That is the way I feel about it. 

Mr. Sairu. I am not disagreeing with it. 

Mr. Navueuton. I am not trying to get back to the subject of how 
well the compliance works. I am merely now asking as to certain 
studies that have been made. 

I have copies of a table that the Department prepared in the course 
of analyzing its own programs for 1954, through 1957, and we have 
the same figures for Iowa through 1958 indicating the acreage grown 
under allotments, and the percentage of compliance, and so forth. 

I am wondering if those figures have been prepared for 1958. 

Mr. McLarn. I don’t know which figures you are talking about. 

Mr. Naveuton. These are the tables I have been quoting from 
all this time. 

Mr. McLarn. Was this done at your request ? 
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Mr. Naveuton. No, it was not done at my request. 

Mr. Fountatn. Let’s see what you are talking about. 

Mr. Unverui. The table, dated January 27, 1959, was prepared 
in our Grain Division, and it says “For 1958 not available”; so I 
assume that this information is something we don’t have at this time. 

Mr. Patmpy. When we discontinued the allotment program for 
corn we did not complete the analysis. It was a budgetary problem, 
We didn’t ask Congress for the money and didn’t have the staff to do it. 

Mr. Naucuton. Actually you had the money to do it, or did 
you need a specific appropriation for that? Was it an administra- 
tion decision ? 

Mr. McLarn. It was an administrative decision. We never com- 
pleted it. We thought this was not the wise use of funds to complete 
the analysis as long as the program was dead. 

Mr. Naventon. But actually in Iowa, where they apparently com- 
pleted this work before the word came down on the funds, there was 
an increase in compliance that year from 28.9, I think, to 30 percent. 

Leaving the subject of compliance, the Federal Government is the 
owner of fairly substantial quantities of lands, airbases, and other 
reserves. 

Do you have any idea as to how much of that land is presently 
producing crops ol ou 

Mr. McLarn. We have a statute which limits such production. I 
think Mr. Shulman can quote it better than I, but I can give you 
the net effect. 

Government-owned land can’t be leased to produce any crop that 
is in surplus if it is not already under an existing lease that permits it. 

Mr. SHutman. Section 125 of the Agricultural Act of 1956, and 
itreads as follows: 

The President shall with respect to farmlands now or hereafter owned by 
the Federal Government restrict insofar as practicable the leasing of such 
lands for the production of price-supported crops in surplus supply. 

Nothing contained in this section shall prevent the production of such crops 


on national wildlife refuges under permits where such production is necessary 
to maintain satisfactory wildlife populations, specially waterfowl, for bene- 


ficial use. 

Mr. Naventon. Do I understand you to say, Mr. McLain, that 
alfalfa is one of the complicating factors, in that if you took lands 
out of corn it might be diverted to alfalfa ? 

Mr. McCtarn. This is correct, but, of course, this law, as I under- 
stand the law, doesn’t permit us to say that land can’t be used for 
alfalfa. It says commodities that are in surplus supply, and we have 
interpreted the statute to mean these commodities that we have built 
up on our inventory. We were for this, in fact we helped push this 
legislation, because we had complaints from people, saying that at 
places such as Burlington, Mr. Smith, the best fertile land in the 
State was being subleased by the military to go into crops already in 
surplus. It just didn’t make sense. This legislation stops that, 

Mr. Smrru. At the same time you were renting other people’s land 
totake it out of production ? 

Mr. McCuarn. That is right. It just didn’t add up. Nobody in 
Congress objected to it. We had a little trouble here with some long 
binding leases we couldn’t do anything about, but when the lease ex- 
pired, we shut off the production of these surplus crops. 
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We had a lot of complaints about it, but we did it. 

Mr. Naueuron. I can understand ‘that i in a situation where former 
owners of land that had been taken over for military bases are renting 
it from the Government, you might want to make exceptions sineg 
their land had originally been taken and they wouldn’t be able to buy 
it back because of retention of the land for a military reserve, but ; 
think, of courge, that renting land to suitcase farmers who come in 
from outside to grow crops wouldn’t seem to make good policy if those 
crops might come in themselves into Government inventories, or dis- 
place other c rops which will go in. 

Mr. McCuarn. If you want to get the lawmen to bar alfalfa, we 
won’t object. 

Mr. Naucuton. I was wondering if you are concerned about it in 
terms of complicating the corn problem. Have you made any 
analysis? , 

Mr. McCratn. No, our purpose, of course, is to administer laws as 
well as make recommendations, and this was such an improvement 
over what was going on, we frankly thought it pretty well closed the 
loophole. 

Mr. Naueuton. Would it be safe to say there is not. now any corn, 
wheat or sorghums being grown on land leased by the Government? 

Mr. McCuatn. To the best of our ability we carried out the statute, 
I will a it that way. 

Mr. Naventon. So while there may have been in the past 

Mr. McCrary. We have listed corn and other surplus crops. We 
notified the military services and the other people that lease lands, 
and if there is any case of violation, if we know of any, or it is called 
to our attention, we will cut it off pretty quick. 

Mr. Navuenton. Until now I didn’t know it was a violation to grow 
corn on that land. 

Do you have any idea what the extent of the total land being leased 
by the Federal Government for the production of crops is? 

Mr. McCrary. I don’t know, but in many cases is was the best land 
there was. In our State, Mr, Smith, we had two of these big defense 
operations that took the very best farm land—it seemed stupid to me, 
to begin with, but somebody made the decision that didn’t have a 
farm bac kground, I am sure, because there was plenty of other land 
they could have used that would have done just as well. 

Mr. Naueuton. Someone told me the fellow that rented the land, 
or one of the big operators at the Burlington Ordnance Plant. is the 
same one who rented the buildings from the Air Force at Salina, 
Kans., and stored the wheat for you. I am not sure that is true. 

Mr. McLain. There are a lot of people who rented land at the 
ordnance plant at Burlington. That is where this situation was first 
called to my attention. I hit the ceiling when I heard about it, and 
this law is the result. 

Mr. Navueuton. If we could have any additional information you 
might have readily available 

Mr. Mc LaIn. The only way we could get this would be to go to the 
other agencies of Government that own land. 

Mr. Naventon. Oh, we don’t want to put you to that trouble. 

Mr. Founrarn. We already know about the land the Government 
owns, the committee has already worked that up. We maintain an 
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inventory of all the land now owned by the Government of the United 
States, and it is considerable. its 

Mr. McLarn. You are pretty well satisfied that as taxpayers we 
don’t need toown any more, aren’t you! 

Mr. Founta1n. I am inclined to agree with that. 

Mr. Suiru. I think it is kind of remarkable, though, that our total 
assets come out to just about the same as our total debts. 

Mr. McLarn. That is better than you can say for some people. 

Mr. UnveruiLu. We can put in the record the list of crops that are 
not supposed to be grown on lands leased from the Government. 

Mr. Naueutron. Perhaps a statement of the change in policy, and 
any estimate you have as to the total extent. 

Mr. Unperutty. We could name the crops, but we wouldn’t know 
how much was taken out of corn, sorghum, etc. 

Mr. Fountarn. Don’t go to a lot of trouble. This is more or less 
information, we are getting education as well as information. 

Mr. Naventon. I was wondering, 500,000 acres, a million? 

Mr. McLarn. I wouldn’t have the least idea. I know whatever it 
is, it is too darned much. a 

Mr. Naveuton. If there is a considerable amount, it might be an 
area to look at. 

Mr. McLain. We have it stopped now, as long as the statute is the 
way it is. 

Mr. Founrarn. I am not encouraging that all that land be put back 
in production now. 

Mr. Smiru. This isn’t completely material to this subject matter, 
but I will tell you as I have told everybody else for 15 years, I do get 
irritated to see Government lands farmed up and down a hill. The 
same time we had a conservation reserve program, half the Govern- 
ment land was farmed up and down the hill, with beans even on the 
hillside. 

Mr. McLatn. If something is lousy, it might as well be really lousy, 
might it not ? 

Mr.Smirn. That is the way it has been. 

Mr. Naueuton. Mr. McLain, what attention has the Department of 
Agriculture been giving at the top level during the past several years, 
and we may have covered this to some extent, to reducing what the 
Secretary has described as “fantastic and indefensible storage costs?” 

Mr. McLain. Well, this would be a rehash, I think, of what we have 
been talking about quite a little here in the late part of the morning 
and early afternoon as to what we have recommended, the Secretary’s 
recommendations. If you want to go back and look at the recommen- 
dations made to the committee each year, I think you would find some 
pretty good meat in them. 

Mr. Navcuton. I found a couple of times where he had solved the 
farm problem. 

_ Mr. McLatn. I don’t think he has ever said that he is going to solve 
it completely, but he has made constructive suggestions at each ses- 
sion of Congress, and I think that speaks for itself. 

Mr. Naveuton. Have you ever made a real analysis of storage costs 
from the standpoint of examining, as we have been trying to do today, 
what it costs you when you take a bushel of grain into inventory, how 
long you may have to keep it, what it is going to cost you before you 
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get rid of it, how much you might be able to save by greater use of 
Government bins, for example, or by analyzing your transportation 
policy to prevent any unnecessary movements ? 

Have you been over it from the standpoint that a large corporation 
might hire an efficiency expert to look at this program to see where we 
can save any money ? 

Mr. McLatn. If the efficiency expert wasn’t another bureaucrat, | 
think maybe efficiency experts could not only look at our operations, 
but every operation of the Government, because certainly they are not 
run perfectly, but I can say that we have got some sincere, dedicated 
men currently running the program; Mr. Palmby here is one of them, 
The fact that we have just completed this survey on costs, which in my 
judgment is by far the best and most accurate survey that has ever been 
made in the history of the warehousing business, either in or out of 
Government, indicates how really interested we are in finding out the 
facts. 

Now, prior to this time, every time the Uniform Grain Storage 
Agreement was negotiated, people looked at some general information 
they had, such as indexes of items of costs, and people on the opposite 
side of the table started from the level of the last agreement and asked 
for increased storage rates related the increase in cost and said, “This 
is what it ought to be.” 

This is the first complete study, in my judgment, that has ever been 
made. I think frankly the warehousing industry itself has been 
negligent in not making a more accurate study, prior to this time. 

Now, the results of this survey aren’t much different from what I 
personally thought they would be. There is wide variance, as we all 
would expect, and ail I can say to you is I think this administration 
has done about as much in this area—and I am not critical of the past 
one—as you would expect any Government official to do. If you have 
suggestions as to how it can be improved, certainly we would be glad 
to get them. 

Mr. Naveuron. I am not criticizing the study, of course, because 
I think that there is some useful information in it that tells you a lot 
about the warehouseman’s cost, but what does it tell you about CCC's 
costs ? 

Mr. McLain. We have a study on our own bin operation, which is, 
of course, a part of Mr. Palmby’s statement, which I think was pretty 
well explained. There isn’t any use getting into that again. 

When it comes to the farmer’s costs on his own farm storage grain, 
we haven’t gotten into that. I think there have been some general 
studies made in this area, but we haven’t gotten into it much, because 
we start out with the assumption that this is a decision the farmer 
has got to make, and, with the reseal programs, we granted him the 
right to receive as much as we pay the warehouseman, and he is smart 
enough to figure out whether it will pay him to store grain. 

We know on different farms the cost of storage is vastly different, 
depending on the kind of storage the farmer puts up, the length of 
life of it, and so forth. 

Mr. Navueuton. Is it your feeling that you should find out what the 
warehouseman’s operating cost is, and then pay him a rent which will 
yield him a substantial profit regardless of whether he is efficient, 1n- 
efficient, or whether all his expenses are necessary or unnecessary! 
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Mr. McLarn. Well, this gets back to the key question as to whether 
ou ought to have Uniform Grain Storage Agreements. 

It has been the consensus of all the brains that we have in the 
Department today, and in previous administrations, and of the ware- 
housing industry, itself, that a Uniform Grain Storage Agreement 
isthe only practical way tolivewiththisproblem. 

Now, we haven’t changed our minds on this, and if you have sug- 

tions to make, we would be glad to get them. 

Mr. Naveuton. You have made that abundantly clear, and I am 
sure the committee will probably have some thoughts to express in 
its report. 

Going back to this, you have all kinds of warehousemen, some 
efficient, some not, and I am not criticizing the Uniform Grain Storage 
Agreement as a device for dealing with them, because certainly there 
would be difficulties in having separate agreements, unless they were 

ut into categories where you had different types of agreements, per- 
fraps But, 1s it your feeling that no matter how high the warehous- 
ing industry’s costs are, the average costs, including both inefficient 
and efficient warehousemen, that however that comes out, the Depart- 
ment should then go in and add on a substantial profit and pay them 
that amount ? 

Mr. McLain. We haven’t made our proposition to the industry at 
this negotiating conference, Mr. Naughton. When we do, we will, 
of course, make it available to this committee. 

Mr. Naventon. I am asking, is it your policy you should guarantee 
the warehousing industry a profit, regardless of whether they are 
efficient ? 

Mr. McLarn. I certainly wouldn’t say that, and I don’t think 
anybody in the Department said that. On uniformity, let’s remem- 
ber this, all the loan programs are on the basis of a uniform loan rate 
broken down by differentials according to location. 

This means that if you have got two wheat farmers right across 
the road from one another, one raising wheat for 70 cents, another 
for $1.50, they both get the same loan rate. They are both in the 
same county. 

We would hate to think we would start making loans to farmers on 
the basis of their ability to produce. We don’t think we ought to 
penalize the good producer, in other words. 

Mr. Fountartn. You couldn’t deal with them individually. 

Mr. McLarn. That is impossible. I think the same thing pretty 
much holds true with the warehousing industry. You have some 
that are experts, that are efficient, can do a bangup job. To try to 
draw the line individually would be an administrative monstrosity. 

Mr. Naventon. I agree if you had many different contracts. 

Mr. Founrarn. If you had enough that you knew were efficient, 
you can set your rates on the basis of the efficient ones, and if some 
are inefficient, they will fall by the wayside. 

Mr. McLarty. Some already have. 

Mr. Smrrn. You are not saying, however, you couldn’t have a con- 
tract wherein you rated the capacity of these various ones, and then 
paid them, we will say, as an example, 12 cents a bushel when they 
are full and 14 cents when they are three-fourths full? That wouldn't 
be impossible administratively, would it ? 

64140—¢61—pt. 3——33 
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Mr. McLarn. If you did it after the fact. I am sure the Genera] 
Accounting Office would come along behind and say, “Why did you 
unload this 2 days ahead of the 12-month period?” and it might have 
been that you unloaded it because you had a sales commitment you 
had to meet. ' 

You people who have never worked in this can’t realize what you 
get into administratively with everybody watching you with a differ- 
ent kind of contract, and this could well be a different kind of 
contract. 

Mr. Naucuton. You already have several different contracts in dif- 
ferent areas. 

Mr. McLar. This is an area thing. 

Mr. Navuecutron. Would it be possible, administratively, and this 
is not to suggest that you should do it, but just to explore the admin- 
istrative feasibility, to have a different rate depending upon the type 
of facilities that are available? 

In other words, for a fully equipped warehouse which performs the 
merchandising services in a community and is considered to be some- 
thing that we need and the kind of construction we want, would it be 
possible to pay, say, 15 cents per bushel, or whatever figure you deter- 
mine, while paying another rate for flat storage which does not have 
the expensive equipment and does not cost as much to construct? 
That would be not too difficult administratively, would it? 

Mr. McLain. Well, of course, this gets into all kinds of variations 
of in-between and borderline cases. 

Mr. Naventon. You have some borderline cases ? 

Mr. McLarn. If you really want to get into a hornet’s nest, you 
start setting up different criteria wherein one fellow sits with an 
empty elevator while his neighbor’s is being used. Watch the calls 
you get and the advice you get as to how you tell us to handle it—and 
Tam talking to the Congressmen here. 

When you start treating these people differently because of differ- 
ent circumstances—for instance, I had one Senator call me and sug- 
gest we not empty some houses in his State. He didn’t want to do 
anything that wasn’t right, but he said one of these houses was going 
to go bankrupt if we emptied the house. He said: 

Can’t you please keep the grain in that house? It is a new facility and the 
fellow has heavy indebtedness in it. 


He said: 


I would like you to leave it in both houses, but if you take it out of one, take 
it out of the fellow in this position. 


IT said: 


Would you be willing to make that recommendation to us and stand behind it 
so that if it becomes known that you made this kind of recommendation—would 
you want us to do that type of thing— 
and, of course, he backed right out of his recommendation. 

You can’t make this type of determination in our judgment. You 
are dealing with human beings. Some are successful, some not. 
Some have been in business longer than others, and you have location 
entering into it. Not only that, but you have the place where this 
commodity is raised. We might have the best rate in the world up 
in North Dakota, and if we didn’t have any grain to put in it, what 
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gense would it make to have a special rate if the fellow had his house 
half empty, or only a fourth full? 

Mr. Fountain. I don’t think Mr. Naughton had in mind you could 
do that sort of thing. I believe he had in mind whether or not ad- 
ministratively you could classify your facilities maybe into two, three, 
or more classifications and pay a rate according to those classifications 
in a given area. 4 a 

Mr. McLarn. Well, we just don’t think this is possible, and the 
industry itself, co-op and otherwise, don’t think it is possible, either. 

Mr. Naveuton. They don’t think it is possible to pay a different 
rate on flat storage than on upright facilities # 

Mr. McLain. Oh, anything is possible. You could do anythin 
you set out to do, but what I meant to say is they don’t think it 1s 
practicable. 

Mr. Fountarn. I realize the pressures that you are under from 
various and sundry sources. 

Mr. Patsy. There is this to be said, too. In negotiating a new 
contract, I have used an expression which I think is a good one, we bu 
protection and services, and we pay for it. We are not prepare 
tosa 

Mr. McLain. We don’t buy the building. 

Mr. Patmpy. The service we get from one style unit is no different 
than another. Frankly, this is a business proposition. 

As regards the service which he gives to producers, you have all the 
way from the one who is practically just a storing warehouse up to the 
one who probably gets 5 percent of his earnings from storage, or even 
less, so you have every stage in between. This is the picture of the 
warehouse industry. 

Mr. Navauton. I am wondering how much the actual operating 
costs of the producers are taken into consideration in setting the rate. 

Is that the primary factor? 

Mr. Patmpy. I missed the question. 

Mr. Navcuton. Some people can store grain for as low as 6 cents 
a bushel, according to your survey, others are as high as 17. 

Now, do you feel an obligation to guarantee everybody a profit, or 
what is your feeling as to what this survey means to you? 

Mr. Patsy. As far as negotiating at this time is concerned, we 
have primarily been concerned with the terms and conditions of the 
contract. This is by far the most difficult part of negotiations. We 
haven’t come to the point of even talking rates at this point. 

Tam certain that when we get to that point, and I would think thas 
the policy we get from the board of directors and the Secretary, will 

to get as good a bargain as we can for the services that we require. 

Mr. Fountarn. Let me ask you this, just for our information. 

Who do you negotiate with? Is there some committee which repre- 
sents the grain people over the country, or in certain areas of the 
country ? 

Mr. McLatn. The various segments of the trade have organized into 
three groups. The terminals, the country warehousemen, and the 
co-ops, all have their spokesmen. 

They are the group that meet with us in preliminary sessions, and 
then we have an open, what we call a sonvaliell tnuetins in which we tell 


the world that we are ready to listen to any complaints or suggestions 
that they have. 
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This is the most open thing that we can possibly devise and stil] 
deal with people responsible for the industry. 

' Mr. Founrarn. And the spokesmen representing the grain people, 
of course, are familiar with all of the facilities of the various types. 

- Mr. McLarn. We try to get people from all sections of the country, 
I remember very well in 1954 a spokesman from your part of the 
country demanding because we didn’t have storage in the Southeast 
that special consideration should be given there in order to get storage, 
fhe farmers weren’t getting support. 

I think the answer again is to get the best contract we can get that 
will still get the job done. Remember the job includes not only the 
CCC inventory, but making space available for farmers to warehouse 
— because a lot of this grain goes into a warehouse when harvested. 

at is where the farmer gets his loan. If some of you people want 
= get on our side of the negotiating table, we would be glad to 
ave you. 
_ Mr. Fountain. I don’t envy you in your efforts to administer any of 
these programs. 

Mr. Smiru. Before you get off this subject, this table you were men- 
tioning, this study a while ago, I thought was rather good, but we 
did have a question that came up, and I don’t know if there is any 
solution to it or not. 

Incorporated into these costs there is so much depreciation, and, 
af course, at I understand it, you got those figures by going to their 
books, which included accelerated depreciation due to the tax law that 
permits it, and, of course, that reflects, then, not only an advantage 
taxwise, but it makes their costs show up higher on their books. 

Mr. McLain. Mr. Palmby can comment on this. 

Mr. Patmpy. We have adjusted the figures downward. Have you 
seen the new tables? 

Mr. Smiru. Not since you were here last time. 

Mr, Patmpy. We have the tables we will supply to you. 

Actually, by adjusting downward, rapid amortization is no longer 
reflected in the tables, but rather the same amortization pattern as is 
followed by the balance of the industry, it has made a 1.1 cent lower 
cost per bushed figure on the national average of storage cost. 

Mr. Smitu. Do you have those tables ? 

. Mr. Patmpy. Yes; I have some with me. Instead of being 9.5, it 
is 8.4 as a national average cost figure. It made quite a difference. 

Mr. Naucuton. The cost to the warehouseman of storage alone is 
only half of what he is receiving on the average ? 

I meat McLain. That is right, on the average warehouseman, if there 
is such. 

Mr. Navueurton. His profit, then, on storage alone would be very 
close to 100 percent of his actual expenses. 

Mr. McLatn. Well, now, let’s be careful with that kind of state- 
ment, Mr. Naughton. 

. Mr. Naventon. I knew you would stop me. Go ahead. 

Mr. McLarty. Well, you just got through stating that this cost 
figure didn’t include a good many other items, and all we want is to 
be fair. We don’t like people to be unfair, and I am sure you didn’t 
intend to be, but that kind of statement made loosely is what causes 
a lot of trouble. 
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Mr. Navueuton. There are some factors not included in there, of 
course. 

Mr. McLarn. Included are quality, interest on capital investment— 
I think anybody is entitled to interest on his capital investment, 
don’t you 

Mr. Naucuton. Yes; because that comes under profit. 

Mr. McLarty. If you borrow money it is a cost. All we want is 
to be fair to people who help keep us out of jams. Some of the things 
that have been said haven’t been fair. We don’t like to have things 
said that way. 

Mr. Naveuton. There are also some intangible items which would 
tend to make additional profits that are included, are there not? 

For example, blending of grain. Aren’t there profits to be made 
in that ? 

Mr. McLarn. The blending of grain is in some instances a profitable 
operation. If you have off-quality grain, particularly, we don’t nor- 
mally fool with off-quality grain very much. In marketing grain a 
lot of profit is made in blending, where you have real off-quality grain 
tomix with good grain. 

Mr. Smiru. These tables you have should be substituted for the anes 
you gave us a week ago? 

Mr. Patmpy. Yes. That is what we prefer. I am sorry, I don’t 
have enough copies. 

Mr. Naueuton. While shrinkage is a factor, there have been in- 
stances where port elevators particularly have made substantial profits 
from gains in weight, have they not? 

Mr. McLarn. Oh, we have had instances where we caught people 
putting water on grain, and we had to put a stop to it, if that is what 
you mean. 

I think, by and large, the warehousing industry is pretty responsi- 
ble. They wouldn’t stay in business if they weren’t. 

Mr. Naueuron. Of course, this santana thing would involve the 
port elevators, they are not operated by country warehousemen, obvi~ 
ously, but in addition to these factors not contained in your tables, 
there obviously are some other factors which might tend to increase 
profits, some would tend to decrease profits. 

Mr. McLain. I don’t know of any that would increase. I think 
there is blending in isolated areas that might be a factor. There may 
be others. 

Mr. Naventon. There might be profits made on purchases from 
Commodity Credit Corporation of deteriorated stocks, or stocks that 
are delivered and purchased by the elevator man. That is an oppor- 
tunity for a profit, is it not ? 

Mr. McLain. Well, is the profit motive something that we should 
frown on ? 

Normally when people buy grain they expect to make a profit. I 
wouldn’t know why if they buy from Commodity Credit they wouldn't 
expect to make a profit. 

r. Naucuton. I point out there are factors not included which 
would reduce profits, and factors not included which would tend to 
increase profits. 

Now, what would you regard as a reasonable percentage of profit 
for a warehouseman ? 
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Mr. McLarn. I am not prepared today to answer what would be a 
reasonable profit. 

Mr. Naveuton. Well, how low a figure would you feel certain was 
unreasonable ? 

Mr. McLarn. I said I didn’t know what a reasonable figure was to- 
day, and that is my answer to the question. 

r. NaucuTon. Well, let me see if we can be a little more helpful. 
Would you regard 200 percent of costs—— 

Mr. Fountatn. He has already said he didn’t have an opinion. 

Mr. McLatrn. If you want to put into the record what you think 
it ought to be, that is fine, Mr. Naughton. 

Mr. Naveuton. I am trying to find out what you think it should be. 

Mr. McLarn. I am telling you I am not ready to indicate what I 
think it is. We are in the process of trying to develop reasonable 
rates. When we get it, we will make it available to this committee, 

Mr. Navucuton. You are not willing to give us—— 

Mr. McLarn. I don’t guess at things. 

Mrs. Dwyer. Isn’t the farmer, too, entitled to make a profit’ 

Mr. McLain. We hope so. 

Mrs. Dwyer. Isn’t that part of the support program? 

Mr. McLain. That is part of the purpose of the support program. 
We don’t think it is something that you ought to frown on, making 
& profit, as long as it is a reasonable profit. 

Mrs. Dwyer. Well, sitting here listening to the testimony I was 
a little confused this morning, if you will yield on this point, coun- 
sel, on the farmer not directly profiting from Government bins, or 
commercial bins, and I can see where he doesn’t directly profit from 
it, but doesn’t he indirectly profit from it by having these bins set 
up for the storage of his surplus crops? 

Mr. McLarn. He certainly benefits by having a place to put his 
o. That is the whole purpose of this exercise. If the farmer 

idn’t have a place to but grain, he couldn’t use the loan programs, 
much of this grain even the first year is stored in the warehouse where 
fhe farmer gets a warehouse receipt which he uses as collateral to 
get the loan on to begin with, so he is very interested in seeing that 
we have adequate storage space. 

The fact is all heck breaks loose when we don’t have enough storage. 
We found that out once or twice in my 7 years here. He gets very 
unhappy when we don’t have enough storage. 

Mrs. Dwyer. It seems to me the problem is growing less crops so 

ou — have to have the warehouses. The problem is right there, 
Isn’t it? 

Mr. McLarn. That is right, that is part of our problem. That is 
why we recommend an expansion of conservation reserves to help to 
da something about it, together with these other things. 

Mr. Fountain. Mrs. Dwyer, I don’t think Mr. Naughton by virtue 
af his questions has intended to indicate that people who engage in 
fhese transactions should not make a profit. I think all of us, of 
course, realize his position as counsel of the committee, which is maybe 
somewhat different from the position of the members. 

He bases his questions upon information which he has at hand 
sometimes which we as members do not have available, and what he 
is endeavoring to do by virtue of his questions, some of which I must 
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admit are repetitious of some which have already been asked of Mr. 
Palmby, is to get information which will enable us to reach a con- 
clusion as to whether or not the rates being paid or the rates which 
will be agreed upon are reasonable and fair, or unnecessary or un- 
reasonable expense to the taxpayers. 

I am sure Mr. McLain understands that our job as a committee 
is to follow the appropriated dollar insofar as we can, and all we 
can do is hit the high spots. There is nothing personal in any of 
the questions, or any of the information we seek. 

ith respect to profits I might read what Mr. Benson himself said 
in his address before the United Fresh Fruit and Vegetable Association 
growers in Chicago on February 3. He said: 


Storage handling and interest charges alone on the wheat surplus will be 
costing taxpayers about $114 million every day. The way the program operates, 
nearly all of the money paid out for these purposes goes to people other than 
farmers. Under this unsound wheat program, we are building up vested 
interests in wheat storage. Some of these interests do not want to see the 
scandalous wheat program corrected. They are opposing corrective legislation 
because they feel they will lose income now derived from storage of Govern- 


ment wheat. 

Mr. Smiru. It is those kind of things that don’t contribute to better 
understanding of this thing, because just last year the President 
vetoed a bill that would reduce the supply of wheat, and then they 
go back and make a statement like that. 

Mr. Fountarn. What I was leading into was naturally the farmers 
expect to make a profit, and any who deal with the Government are 
expected to make a profit, but the taxpayers have already paid for 
these commodities, so that it seems to me that we in Government legis- 
lative and executive, have even a greater responsibility to the end that 
unnecessary profits are not made on the misfortunes of the taxpayer. 

Mr. McLain. This we agree with. 

Mr. Fountain. In other words, they have already paid once, and 
I don’t think we should encourage exploitation. 

Mr. Naveuton. Does anyone have any information as to who these 


vested interests in wheat storage are that the Secretary was speak- 
ing about ? 


Mr. McLain. I don’t. Mr. Palmby ? 

Mr. Patmpy. No, I don’t. 

Mr. Naveuton. Anyone else? This is something that certainly we 
would want to inquire into. I am a little bit at a loss, because I ran 
across one speech by the president of Cargill, the company which I 
think is first or second largest recipient of storage payments, and it 
seems to me, if I read it right, he is supporting the Secretary’s pro- 
gram, so I guess it must be someone else. 

How accurate do you think the figures collected in your survey are? 

Mr. McLarn. We think it is the most accurate ever assembled. I am 
sure it is not perfect, but I think it is something that can well be 
built on in years ahead to help us make more intelligent decisions. 
We are in the position now, with ample supplies in storage, where 
we have to know what all the facts are. We don’t have to do things 
to stimulate added storage. 

Mr. Navenron. There would be a natural tendency, and I am not 
criticizing it, for the warehousemen, the source of these figures, since 
they knew this information undoubtedly was going to be used in con- 
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nection with renegotiation of storage rates, to charge every possible 
cost that they could to storage, because it might justify a higher rate, 
Now, many of these businesses are operating storage and merchan- 
dising and quite a number of operations, and, of course, allocation 
has to be made. 

Naturally when his own interest is at stake it is a matter of opinion, 
Everybody is going to try to see they get everything they are entitled to, 

Mr. McLain. Well, we have pretty good criteria set out, and I am 
sure that everyone that was interviewed tried to protect their own 
interests in an honest way. We have no indication that anybody 
tried to be dishonest with us. 

We have had a cooperative operation with the whole industry, 
The fact is that some were a little reluctant to start with, but they 
all realized that nobody had those figures, and it was high time some- 
body gotthem. It was why we went after them. 

Mr. Fountain. Does the survey, itself, show all of the factors taken 
into account and the sources of the information ? 

Mr. McLarn. Can you answer, Mr. Palmby ? 

Mr. Fountarn. It will speak for itself. 

Mr. Patmpy. I might comment as to the statement Mr. Naughton 
just made that we have had Spbroninntey a 20 percent dropout. That 
is we didn’t use 20 percent of the schedules in our final results. 

Now, I think this is important, because remember in each case this 
was a personal contact analysis looking at their operating profit- 
and-loss statement, and also their balance sheets, but even after this 
we have rejected about 20 percent of them, and have not used the 
analysis in the final analysis. 

In other words, we threw out aboue 100 questionnaires out of about 
a 530. We, ourselves, in the Department, the best people we have 
in the research department and other agencies, determined what these 
breakdowns of costs should be. 

We made two trial runs before we went out and revamped our ques- 
tionnaire each time. In answer to your question about the cost items, 
in the opinion of our experts, we have the best breakdown of costs 
it is possible to make. 

I hasten to point out that sometimes our interviewer did not nec- 
essarily agree with the man he was interviewing, and when this hap- 
pened, they were revised to fit what they mutually agreed should be 
a chalk up of the costs, or the analysis was finally thrown out of the 
final results. 

I think, speaking for the study itself, it is about as unbiased as any 
study can be on a personal contact basis, and we used auditors in every 
case on this study. 

Mr. Founrarn. Did you find any examples of wide variations in 
information reported by warehousemen ? 

Mr. Paumpsy. Yes, sir, and these again account for some of these 
that we have thrown out, and we still are making further analysis. 

However, actually we have been more than satisfied with the results, 
looking at it purely statistically, but when we had these extreme 
fluctuations, these are not in these houses which are in the final 
analysis. 

Mr. Naventon. This survey, I am sure, provides very valuable 
information about the operating costs, and elias the profits, or 
some indication of profits of the warehousemen. 
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Iam wondering if you have looked at it from another aspect which 


you might say would be from the standpoint of the taxpayers who are 


spending this money, and that is to assess how much it would cost for 
the Government to carry out storage operations, itself, perhaps not 
completely, but on a larger scale, either fully or partially, measuring 
against this cost any factors which would justify in the opinion of the 
Department paying a higher or a lower rate to private warehouses, 
and then offering that rate to those warehousemen efficient enough 
to meet that, making agreements and based upon what the Govern- 
ment could do it for, adjusted by such factors as might justify a higher 
or lower cost, taking it from the standpoint of how reasonable is the 
cost to the Government, not from the standpoint of how is the ware- 
houseman going to come out. 

Mr. McLarty. Well, Mr. Naughton, of course we start with the 

remise that the Government doesn’t want to get into business. This 
is a philosophy of this administration—we want to get in only to the 
extent we have to to take care of the overflow. 

Now, we, in using the figures that we are arriving at here, have also 
made an analysis of our own operations in our bins, which are going to 
be another guide as to what we offer under the new contract. If the 
genesis of your question is should we set these rates so that we could 
really get in the business in a big way and take over, and neglect 
to remember that taxes are paid by these people and a lot of other 
things, we just aren’t approaching it on that basis, because we don’t 
think that the Congress intended that. 

We approach it on the basis of what the facts are, what the situa- 
tion is today, and again looking down the road, we want to be as- 
sured they will have a place to put their grain. That is the approach 
we are taking. 

Mr. Naucuron. I am not suggesting amendment to the law. The 
law requires you to use private channels of trade to the maximum ex- 
tent practicable consistent with the purposes, and the effective and 
eflicient operation of your programs, and it seems to me that within 
this exception that any duty to use private trade is consistent with 
the effective and efficient conduct of your programs, that you certainly 
are authorized to make a study of costs. 

I think the taxpayers are entitled to have costs considered as one 
criteria in whether or not you use your own facilities. 

Mr. McLa1n. That is the purpose of ths whole exercise. 

Mr. Naveuton. The survey is mainly developed—well, as you 
said, you are taking into consideration bin costs, and that I guess 
answers my question. 

With respect to operating costs of commercial warehousemen, have 
you contacted any of the other agencies that may have dealings with 
commercial warehousemen to get figures as to cost? 

For example, have you gone to Internal Revenue to see how your 
figures compare with reports on income-tax returns ? 

Mr. McLain. To can teelaiaen we have not. We have always, and 
the previous administration did this, compared the rates we are 
charging to what the State warehousing regulatory bodies permit, 
and they vary all over the place. Some States are higher, and some 
States, where the responsibility is different, are lower, but we haven't 
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done any checking with the Internal Revenue department, to my 
knowledge. 

Mr. Naventon. I was speaking of costs, not of rates. 

Mr. McLarn. Yes; I understood your question. We haven’t done 
any checking. 

Mr. Smiru. Is it a matter of policy, or is it not—I am not sure 
from the answer you gave a minute ago—to oppose using airplane 
hangars and Government surplus buildings directly, youtontvadl 

Mr. McLarn. You mean we operate them ourselves ? 

Mr. Smiru. Yes. 

Mr. McLarn. As a matter of policy, we have not done that, and the 
previous administration with one or two exceptions to my knowledge 
didn’t, either. 

Mr. Smiru. Is it your policy now, you do not want to do it? 

Mr. McLarn. That is, take the Government building and run it 
ourselves ? 

Mr. Smiru. Yes. 

Mr. McLarn. Our policy is not to do that; that is correct. 

Mr. Fountarn. On the basis of your testimony thus far, I gather 
that you feel you have adequate storage facilities to take care of any 
anticipated needs. 

Let’s assume for purposes of argument that you may turn out to 
be wrong—I hope you aren’t—and additional facilities are needed. 
Would you encourage private enterprise to expand their facilities 
for this purpose, or would you consider using Federal facilities which 
are made available to you, such as hangars, and things of that kind! 

Mr. McLarn. Well, in the first place, I think we would urge the 
farmer to do more on the farm in the way of storage. It has been 
talked about, but there are very few of these Government-owned fa- 
cilities that are really designed for this kind of purpose. I think the 
nearest that we have come to this kind of operation is the Liberty ships, 
which, as you know, we have used to the tune of almost 100 million 
bushels. Some of us haven’t slept too well some nights when these 
hurricanes were blowing the hatches off some of the ships on both 
coasts, because if those ships had sunk, or if the grain had gotten wet 
it would have spoiled, like Mr. Burrus’ grain in tents did. If that 
had happened plenty of people would have said, “You stupid idiots; 
if you let private enterprise handle this you wouldn’t have gotten 
into this mess.” 

The only reason we got into it was we had to do so. 

Mr. Founrarn. I am sure whatever position you take you will find 
somebody who will find some flaw in it. I think everybody in public 
office knows that. 

It seems to me it resolves itself into the question of determining 
where you are going to draw the line, and how far you can carry the 
thing if we keep producing in such abundance that it becomes a busi- 
ness for the storage people, and the farmer take the hindmost. 

Mr. McLatn. I think part of the answer to your question would be 
we would consider using the Liberty ships again. We don’t like to, 
because they are very awkward to use. They are costly for us to 
use, but that is one of the things we would look at rather than urge 
the industry to expand too a more. I think we are talking some- 
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thing that is hypothetical here, but you have every right to ask the 
question. 

Mr. Smiru. If you do discover that you have to have a lot more 
corn in storage than you now have, then your alternatives are en- 
couraging more new commercial space or providing it yourself, and 
your policy then would compel you to take the commercial space in 

reference to taking some hangars, for example, that happened to 

in the grain area, Is that right ? 

Mr. McLarn. I think this policy hasn’t changed materially. 

Mr. Smit. That is your policy. 

Mr. McLain. That is right. We don’t think the hangars—I well 
remember some corn that we had stored when I was back on the county 
committee in Ottumwa, and plenty of sleepless nights went on. 

Mr. Smiru. And it turned out to be one of the best experiences. 

Mr. McLarn. But if something had happened to it 

Mr. Suiru. That was really the experimental case for flat storage. 

Mr. McLarn. That is right. 

Mr. Smtu. But since then flat storage is conventional. 

Mr. McLatn. I was well acquainted with some of the people look- 
ing after that corn and there was plenty of worry with it before we 
got through with it. j 

Mr. Smiru. But there was no experience at that time. Now you 
have experience with flat storage, and these hangars are better build- 
ings than most of the buildings going up for grain storage. 

Mr. McLain. Well, all I can say on this score, if this committee 
thinks we ought to use hangars, you just so recommend, and it will 
certainly be given consideration. 

Mr. Fountarn. I am sure this committee has no particular thing 
in mind, certainly not at this point. I am as interested in the people 
who are in the storage business as anybody else. I would hate to see 
them expand to the point where it would be a very unwise investment, 
and some encouraged to build storage facilities thinking they are going 
to have commodities to store and all of a sudden we find an answer, 
and I still believe we will find an answer one of these days—maybe 
not = my lifetime, but in somebody’s lifetime—and they fold up and 

roke. 

I was a little disappointed when Mr. Palmby testified the other day 
that he knew of no survey which had been made of Federal facilities, 
military installations, and places of that kind, which could be used 
as an alternative to unnecessary expansion of private storage facilities, 
and at the same time in all eechabiliay at much lower cost. 

Mr. Navcuton. I assume you didn’t contact Internal Revenue, and 
I guess you didn’t check with the Small Business Administration, 
either, as to any information they might have. 

Mr. McLarn. Well, I think we ought to get this question answered 
by the people that actually did the contacting. To my knowledge, 
_ were not contacted. 1 don’t know what value the contact would 





Mr. Patmpy. My only answer to it is that we used every agency— 
and there are quite a few in the Department—that have had anything 
to do with grain storage, and they have helped us in this study, not 
only in the questionnaire itself but in analyzing it as we went along. 
Other than this we have not contacted people like you say, Internal 
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Revenue or Small Business, and frankly I fail to see just what the 
could contribute at this time, not that we know everything, but I do 
think we have about everybody who is interested in the grain storage 
business. 

Mr. Naveuton. We have some figures from the Small Business Ad. 
ministration, which has made a number of loans for the construction 
of storage space, much of which was for the storage of Government 
grain. In the process of making these loans the Small Business Ad. 
ministration is furnished information as to just what the warehouse- 
man thinks his prospects are, what he thinks his expenses will be, his 
income, and in some cases where they have been in operation the actual 
figures for their operations have been furnished. 

Now, we obtained figures on quite a number of companies, almost 
all of which have CCC contracts. In obtaining these, we agreed with 
the Small Business Administration that we would not identify the 
companies by name or exact location. However, the actual figures— 
there may be an explanation—but the actual figures certainly are far 
different from some of those that have been cited in your survey. 

Mr. Fountatn. Let me ask you this before you go further. How 
many different instances did we get from Small Business Administra- 
tion, how many different cases? 

Mr. Naventon. I would guess, Mr. Chairman, there are probably 
25 to 30, of which maybe around 15 are actually useful, because in some 
instances it was a varied operation in which storage was not or may 
not have been a major part, and the figures given were for the expected 
profits and losses of the entire business, but there were perhaps half 
of these which were broken down to show what looked like pretty ac- 
curate figures. 

Mr. Fountatn. Did they come from different sections of the coun- 
try ? 

Mr. Navecuton. Yes, primarily they are located in the wheat area, 
but we have them from quite a few sections of the country, and if you 
would like, I will read some of these for the record. 

Mr. Fountarn. It may be helpful, I don’t know. 

Mr. Naventon. I will give sufficient information to give an idea of 
the type of facility I am talking about, but purposely not identifying 
it. Iam sure if you wanted to check the exact facilities, we could ar- 
range that. 

This is a facility in Nebraska, around 400,000 bushels, and the loan 
was made for construction of an addition. The warehouseman esti- 
mated that his storage income from all facilities would be $93,522 an- 
nually, less direct storage costs estimated at $12,045 annually, with a 
net estimated at $81,477. 

Mr. Founratn. Why not let them go through all of those and look 
at them? The information might be helpful. 

Mr. McLarn. I think if there is anything in this, we could do some 
cross-checking and it might be interesting to see if Small Business had 
the same fellow that we interviewed. I know sometimes people are 
pretty optimistic when they go to get a loan. 

Mr. Patmry. There is this to say about our study. We have coded 
them in the figures we have, and as far as the warehouseman that gave 
them to us, he has lost his identity. 

Mr. Naventron. You can’t check them back, then ? 
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Mr. Paumpy. No; and this is the agreement we had with the indus- 


ir SsaTrH. What about those you threw out ? 

Mr. Patmey. We didn’t use them because they were incomplete, or 
because our audtiors when they acquired the figures weren’t satisfied 
with them. 

Mr. McLarn. We will have a look at this idea. If there is anything 
in there we can cross-check, we would be glad to. 

Mr. NaveutTon. Some are quite startling. Here is a man in Kansas 
who had a facility around 700,000 bushels which he built up to 
1,400,000, and he estimated income from 1,360,000 bushels of storage 
at 16 cents at $217,000, less expenses of $64,000, net profit $153,000. 

Mr. Fountain. Annually ? 

Mr. Naueuron. Yes. Another one in Kansas, around 700,000 
bushels, estimated gross revenue of $200,000, estimated operating ex- 
pense $47,225, net income before Federal taxes, $152,775. 

Mr. Fountain. Of course Uncle Sam will get a portion of that. 

Mr. McLain. Yes; that is a very important thing. These will be 
interesting, but what would be more interesting would be to see the 
fellow that got the loan, whether he followed through with the 
profits he predicted. I have known many bankers that found out 
their customers’ predicted profits didn’t materialize. 

Mr. Founta1n. Of course if these fellows have done as well as they 
have stated on their prospectus for loan, it is a right good business for 
them. : 

Mr. Naventon. Here is one that apparently didn’t do so well. 

Mr. McLarn. There must have been something wrong if he didn’t 
do well. 

Mr. Naucuton. Estimated net sales—I think he had a processing 
business, too, in 1956 of $100,000. Expenses, $84,000. Profit, $17,000 
before depreciation. 

Mr. Founrain. He probably had some other security. 

Mr. Naucuton. He had about the same picture in 1957. Here isa 
fellow that had no CCC contract. I guess he was in a drought area. 

Here is one with a large facility in Texas. Estimated income from 
grain storage, $7,728 per month. Expense estimated, $2,500 per 
month ; $5,228 per month net. 

Skipping over some of these—I am not trying to select them but 
some of the figures are not broken down. 

Mr. Fountain. Well, I suggest that you permit Mr. McLain and 
Mr. Palmby and others to look at the other cases to see if they might 
serve as any aid to them in their present negotiations. 

Mr. Naveuton. I might say we have a number of others here with 

the picture not too different from the ones I have read. 
_ Lean, Mr. Chairmangmake up a table of these figures for insertion 
in the record, not of course identifying them in any way. I want to 
be sure if there are any lower ones that I have missed that we get 
those in, too. 

Mr. Fountain. If there is no objection, we will put them all in the 
record, without identification of the concerns involved, and make those 
available to Mr. McLain and his colleagues. 
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(The table referred to follows :) 


Information on anticipated profits furnished to Small Business Administration 
by jirms making loans for construction of grain storage facilities 


OS aE TL ee eee 


Approximate} Estimated Estimated | Estimated 








Location capacity anoual stor- | direct stor- | net income 
age revenue | age expenses 
siecle tat amici 
NN os sea ditttaiticstiincs anyepniialc sits nian 400, 000 $93, 522 $12, 04 $81, 477 
en a nce clei ini aia 300, 000 75,000 30. 500 44, £00 
Baqutewest -. << coo cnncnnscctorecsenessecscenne= 400. 000 $0, 800 44, 622 46, 178 
a a ae eae 1, 400, 000 217, 000 64, 000 183.000 
SE A EET ER IE HER 1, £00. 000 200. 000 47, 225 152, 775 
225, 000 43. 000 7, 680 25 

600, 000 92,7 30, 000 62,7 
500. 000 105, 000 79, 800 "200 
500. 000 105, 400 78, £00 26, £00 

1, 2°0.000 225, 000 1 $2, £00 1142 
1,000. 000 186, 770 156, 6£0 30, 100 
1, 800, 000 349, 700 1 te 000 1159, 700 

e ‘. ‘ 

5£0, 000 s7,6co {37-822 } 40,178 
600. 000 116, 060 Re, 78, 3°0 
1,000, 000 3 197, 480 3 139, 7£ 357.730 

3 3£0, 300 3178, 760 8211, 54 
Texas. -.-.------~----------------------2---2-=- | 2,000, 000 { 4195, 120 4158, 917 ‘ 36, 283 
EE. esncdtinnehocuetnede dideanbagediinsanit 1, 900. 000 248, 000 156, 640 91,3°0 
ah ed Shh edendewddhdekhboibhewdih 400. 000 97, 158 1 25, 620 171,538 
I = bh) descnbtibonngctinanetvanblieets 600, 000 159, 000 1 §2, 850 1 106, 150 

1 Not including depreciation. 2 Depreciation. 3 Full capacity. 4 50 percent capacity. 


Mr. Naucuton. I am going now to another subject. 

Mr. Fountain. All right. 

Mr. Navemton. Mr. McLain, the conservation reserve would not 
have a great deal of effect on the 1960 corn crop, would it? It may 
have some, but 

Mr. McLain. Well, again, of course—— 

Mr. Fountatn. Ask him his opinion as to what effect it would 
have. 

Mr. McLarn. I think on the feed grain production in 1960, it will 
have a material effect; yes. I don’t confine my remarks to corn. 
You are for some reason wanting to talk about corn only. 

Mr. Navuenton. I am talking about the possibility of a 5-billion- 
bushel corn crop, or even 4.5 billion bushels. 

Mr. McLarn. A grain sorghum crop up some wouldn’t bother you 
at all, then ? 

Mr. Navcuton. Well, it wouldn’t bother us as much in Iowa as it 
might in Texas. 

Mr. McLatn. I happen to be from Iowa, but I am also interested in 
the other States. 

Mr. Naveuton. I would be happy if you would put in cross com- 
pliance and I wouldn’t need to worry about it. 

Mr. McLarn. I marvel that you think the problem is only corn, 
when actually the carryover stocks of grain sorghums are a full 
year’s supply whereas with corn they are around a third of a year’s 
supply. I just don’t follow you on this, but I expect you have some 
reason for it. , 

Mr. Fountatn. I think the reason is what we see here all the time 
about the cost of storage. 

Mr. McLatrn. It costs to store sorghums also. 

Mr. Fountarn. Evidently corn has been emphasized. 
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Mr. Naventon. Well, let’s say feed grain. If we have anywhere 
near a 5-billion-bushel of corn, and anything like the record 
roduction of feed grains that we had in 1959, another bumper crop 
ike that in 1960, is there any of the legislation which is now being 
roposed for the conservation reserve that would have some effect ? 
r. McLain. It is bound to have some effect, or we wouldn’t be 
ore it. It is the only thing on the horizon we see that will 

Ip. 

Mtr. Navonton. How soon can you put it into effect ? 

Mr. McLain. As soon as Congress acts. 

Mr. Naveuton. Of course it wasn’t proposed—I guess you did have 
it last year. : 

Mr. McLarty. Yes, we had it last year and asked that it be ex- 
tended. 

Mr. Naveuton. And you are asking for 60 million acres ? 

Mr. McLarn. That is right. 

Mr. Naventon. If you had the full 60 million acres, would that take 
care of acrop the size of 1959? 

Mr. McLain. I say it is the best estimate of the brains in the coun- 
try today that it would be materially helpful. Whether it would 
solve the problem, I don’t think anybody knows. 

Mr. SmrrH. How much do you estimate 60 million would cost ? 

Mr. McLarn. I indicated in the record it is our judgment that the 
cost would be $800 million to $850 million. 

Mr. Smiru. We are spending $450 million for less than 30 million ? 

Mr. McLarn. No; on the 28 million, the average rental cost is 
around $11 to$12anacre. It it was $10, it would be 280. 

Of course the 28 million we haven’t even got into operation yet, 
because it isn’t applicable until 1960. The average rental rate has 
been between $11 and $12 per acre. 

Mr. Smiru. It is $13 for next year? 

Mr. McLarn. I am talking about up until now. Now, I think, as 
I indicated earlier, as we step the thing up, it will have to be at a higher 
cost per acre. 

Mr. Naueuton. The Secretary last year, I think, predicted that the 
corn crop would not be much larger than 1958, or about the same size 
as 1958. 

Mr. McLain. Well, I didn’t predict that. 

Mr. Naventron. You were there in the room with him when he pre- 
dicted it, I believe. 

Mr. McLarn. I don’t think anybody knew ahead of planting time 
exactly what was going to be produced. I think all of us felt the acre- 
age reserve land would go back to corn, and that some of this land that 
had been planted in grain sorghums in the Corn Belt and other places 
probably would go back to corn. When you start projecting ahead, 
until you know what the actual facts are—that is why I hesitate to do 
it, because no matter how you do it, no matter how honest you are 
about it, you can be wrong sometimes. 

Mr. Navexron. That certainly is true for all of us. 

aye you giving consideration to any additional emergency legisla- 
tion 
Mr. McLarn. No, sir. 
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Mr. Navenuton. In other words, you have nothing to offer Congress 
other than the conservation reserve ¢ 

Mr. McLarn. The President pretty well spelled it out in his mes. 
sage, and the Secretary will lay it out completely when he goes up 
Thursday. 

Mr. Naveuron. Of course, in the first year of the Secretary’s new 
corn program, the takeover from that is going to be larger than the 
total inventory that was inherited when the 1952 crops were harvested, 

Mr. McLatrn. If we had a Korean war thrown in, maybe it wouldn't 
be that way. I think that is the best way to answer your question, 
because your question was loaded. 

Mr. Naveuton. Well, I am getting a little bit confused here, 

Mr. McLatn. There is nothing eintnging about this. You are com- 
paring a situation right at the end of the Korean war with the condi- 
tion of 7 years of peace with good crops. 

Mr. Sairn. That is what I tried to point out when you were saying 
they had no allotments. 

Mr. McLarn. I am playing the record back a little to see how it 
sounded. 

Mr. Fountain. Well, it works both ways. 

Mr. McLain. Only we didn’t have 9 years of war. I was amazed 
that a Democratic Congressman would say this. 

Mr. Smiru. I said 7 of those 9 years we had no allotments we had 
a state of war as far as Congress was concerned. Now, just count it 
up for yourself—1941, 1942, 1943, 1944 and 1945, 1951 and 1952. 

Count it yourself. There is seven out of the nine. 

Mr. McLarn. I didn’t think the Second World War lasted that 
long. 

Mr. Smiru. The 1945 crop was in before the end of the war, before 
a resolution of Congress declaring the end of the war. There is seven 
out of nine. 

Mr. McLarty. It is a pretty easy way to keep out of trouble in one 
area, I grant. 

Mr. Smrrn. You are not saying there should have been allotments 
during those years, are you ? 

Mr. McLarn. I think there were several of the years in which it was 
questionable whether it was wise not to have had them, if you believe 
in the allotment program. Feeling as I do about the program, know- 
ing it doesn’t work, I would say no. It has been demonstrated they 
don’t work, so I think to be on the safe side it would be better not to 
have had them. 

Mr. Fountarn. Has this administration ever really tried the allot- 
ment program ? 

Mr. McLary. I think we have had it in operation about as much— 
we put it in as soon as we got in office in 1954, it was put in effect in 
1953 in either wheat or corn. It has been in operation ever since. 

Mr. Fountarn. It was an unusual type of allotment program, 
wasn’t it ? 

Mr. McLarty. Congress took corn marketing quotas off in 1954, of 
course, when we were faced with them, and the wheat program was 
operated as it was as far as allotments are concerned—well, I will take 
that back. After we dropped off allotments, with no allotments in 
1953, then we come down in two steps to get down to the 55 million 
acres, because it was too much to ask them to come down in 1 year. 
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Mr. SmirH. You are not blaming this Congress for what the 83d 
Congress did ¢ 

Mr. McLarn. I am not blaming anybody for anything. I just tell 

ou we have problems and we ought to be finding solutions. 

Mr. Smiru. I think that is right. , 

Mr. Naventon. I notice along that line that on February 8, out in 
Chicago before the Chicago Dental Society, the Secretary said: 

Congress has not given the country the legislation we need to solve the farm 
problem. 


Of course, I know that he wants acreage allotments and marketing 
quotas taken off wheat. 

Mr. McLary. And some adjustment in price support. 

Mr. Naventon. And the price support lower. Have you made any 
study of what that would do to storage requirements, if it were 

opted ? 

4 r. McLatn. Oh, I think the most accurate study would be to go 
back and look at what happened when allotments weren’t on the last 
time back in 1953, I wouldn’t think it would be materially different 
than that. 

As wheat production would go up, if you took allotments off, pro- 
duction of these smaller grains would come down. ‘To the extent it 
doesn’t get into the conservation reserve program, it goes into some- 
thing, until you pay farmers not to do it. 

Mr. Naveuton. You feel if the Secretary’s wheat program is 
adopted, it is going to increase wheat production ? 

r. McLarn. For the first year or two, wheat production would 
be up, other small grains would be down. The net difference wouldn’t 
be much as far as storage is concerned. 

Mr. Naveuron. Since the excess production presumably might go 
into feed, this would tend to reduce utilization of corn, would it not? 

Mr. McLarn. Well, to the extent that it replaced it in the corn 
area, it might. Most of the wheat, of course, has been fed in the past 
not in the corn area, but in the areas outside of the Corn Belt. I 
think that is where it would be fed again. 

Mr. Naucutron. The wheat legislation would not do anything on a 
short-term basis to reduce the takeover next year; am I correct on 
that ? 

Mr. McLatrn. I think that is right, because it can’t be effective until 
1961, no matter what is done. 

Mr. Naventon. And the corn program which was enacted by Con- 
gress, I notice the Secretary said in the same speech that the new corn 
program despite some adjustment pains is starting to get results. 

I am just wondering whether this 600 million bushel increase in 
production is the result he was looking for. 

Mr. McLarty. Well, let’s repeat it for the 10th time. Part of the 
result of that was a downward production in grain sorghums, barley, 
soybeans, and other commodities. You forget to mention the total 
package. Now, if you purposely want to do this, this is fine, but I 
think the record ought to show what the figures bring out. 

Mr. Naventon. Well, I have here the agricultural outlook for 1960, 
which is by the Agricultural Marketing Service. 

64140—¢1—pt. 3—34 
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We are now accumulating surplus inventories of feed grains. At the begin. 
ning of the 1958-59 feed grain marketing year, our total carryover of the four 
feed grains was 59 million tons. By the beginning of the 1959-60 year, it had 
increased to 67 million tons. All but about 10 million of this is under price 
support. By the beginning of the 1960-61 marketing year, we estimate that 
we will increase further to about 80 million tons, the equivalent of a half year’s 
crop. 

Now, the Secretary, according to what he told the Appropriations 
Committee, had the legislation he wanted, or what he thought was 
adequate legislation on feed grains. Now, I just want to know if you 
could help me on it, what kind of results does he think he is starting 
to get? 

Mr. McLarty. Well, of course, you have to remember that he has 
called now for an expanded conservation reserve, 

You have to also remember the weather the last 3 years has been 
the best ever over the whole United States. We don’t think that is 
going to continue. If it does continue, we are going to have problems, 
there is no question. We will have problems with corn otamine: 
or anything else unless we get some of this land set aside. 

Mr. Naveuton. And the only thing you have to suggest for getting 
it set aside to be effective this year is the conservation reserve ? 

Mr. McLarty. We don’t care what you call it, call it whatever you 
will, if it gets some of the land set aside I think this is the only solution, 

Mr. Naveuton. We have a third of the cropland in the State of New 
Mexico set aside, but not very much of Iowa. Is there anything we 
can do to get more of this 100-bushel-an-acre corn land in Iowa out of 
production ? 

Mr. McLarn. If you could convince the Congress we ought to extend 
the act with adequate appropriations, I think this would be helpful. 

Mr. Naveuton. I don’t think I would care to convince them to give 
you the money for the conservation reserve. If it were for an allot- 
ment program, I would makea try. 

Mr. Smirn. You are talking about the conservation reserve. You 
are still opposed to the acreage reserve being reinstituted ? 

Mr. McLarn. That is right. We don’t think that our experience 
with a 1-year program, that is what it was—— 

Mr. Soir. If it was on a 5-year basis. 

Mr. McLain. Well, really there isn’t any difference. In the one you 
pinpoint acreage on a specific commodity, on the other you pinpoint it 
on the total commodity, and I have tried to say here a dozen times that 
the feed grain problem isn’t a corn problem, it is a total feed grain 
problem. 

Mr. Smirn. But the acres didn’t move to another commodity, be- 
cause you had cross compliance. 

Mr. McLatn. On the conservation reserve they don’t either. The 
land is set aside. It is the first time you have had it really set aside. 

Mr. Smiru. You are not pinpointing, though, you are kind of seat- 
tering shot and hoping to pick up the acres. 

Mr. McLatrn. If you put the acreage reserve on corn, and then let a 
eal plant his land to grain sorghums, you aren’t pinpointing very 
much. 

Mr. Naveuron. It is a little confusing. One year we read that the 
Department of Agriculture has the tools it needs and the next year we 
read that Congress hasn’t given the Department the legislation they 
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need. As of now, what you are asking for from the Congress is the 
wheat program, which we recognize will not do anything to decrease 
the 1960 production, but will increase it in all probability rather than 
decrease it. 

Mr. McLarn. The wheat program won’t affect 1960 production no 
matter whatisdone. Itcan’t apply until 1961. 

Mr. Naveuton. This does nothing in 1960? 

Mr. McLain. Everybody understands that. The wheat is already 
in the ground. 

Mr. Naventon. All you are asking for is expanded appropriations 
for the conservation reserve ? 

Mr. McLarn. Plus some changes in the price support mechanism 
for wheat. 

Mr. Naveuton. And a lower price support on wheat ? 

Mr. McLarn. That is right. 

Mr. Naveuton. Do you expect that the lower price support would 
have much effect on production ? 

Mr. McLarn. Well, I think this is kind of late in the evening to 
start into this again. 

Mr. Founta1n. I think we have gone over this enough. The major 
reason for asking a lot of these questions which will be taken up in 
the legislative committee is to enable us to get a better mybeianeidie 
of the way in which it reflects itself in the overall cost of the program, 
the storage program of all grains, and things of that kind. 

Are there any other questions ? 

Mr. Lancen. No, at this hour I think I would postpone my ques- 
tions. 

Mr. Fountain. We appreciate your coming over very much, Mr. 
McLain, and those with you. 


If there is anything further you wish to have included in the record, 
you may submit it. 
The committee stands recessed until further call of the Chair. 


(Whereupon, at 4:50 p.m., the subcommittee adjourned, subject to 
call of the Chair.) 











APPENDIX 


STATEMENT OF THE DEPARTMENT OF AGRICULTURE FOR INCLUSION IN THE RECORD 
or HEARINGS HELD JANUARY 29, FEBRUARY 1 AND 2, 1960, BEFORE THE Sup- 
COMMITTEE ON INTERGOVERNMENTAL RELATIONS OF THE COMMITTEE ON GOVERN- 
MENT OPERATIONS, HOUSE OF REPRESENTATIVES 


1. GENERAL 


The subcommittee, in its current inquiry into the storage of Commodity 
Credit Corporation-owned inventories of agricultural commodities acquired in 
connection with its price-support activities, has expressed interest in the statu- 
tory framework within which price-support programs are carried out. Ques- 
tions have also been asked as to the latitude of discretion given the Secretary of 
Agriculture in determining acreage allotments and levels of price support. 
Since the subcommittee expressed interest primarily in corn and feed grains and 
since other commodities such as wheat, cotton, peanuts, and tobacco, while 
covered by similar statutes, have varying provisions with respect to allotments, 
quotas, and price support, this statement will cover only legislation and admin- 
istrative action with respect to corn, oats, rye, barley, and grain sorghums. 


2. THE AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED; THE AGRICULTURAL 
ACT OF 1949, AS AMENDED ; AND THE COMMODITY CREDIT CORPORATION CHARTER ACT 


In the period after 1949 and prior to the Agricultural Act of 1956, three basic 
statutes governed administrative action in connection with acreage allotments, 
marketing quotas, and price support: The Agricultural Adjustment Act of 1938, 
as amended (7 U.S.C. 1281, et seq.), hereinafter referred to as the 1938 act; the 
Agricultural Act of 1949, as amended (7 U.S.C. 1421, et seq.), hereinafter called 
the 1949 act; and the Commodity Credit Corporation Charter Act (15 U.S.C, 
714, et seq.). 

In the case of corn, the pertinent provisions of the 1938 act were section 321 
and sections 327 through 329 (7 U.S.C. 1321, 1327-1329), relating to acreage 
allotments, and the applicable definitions contained in section 301 (7 U.S.C. 
1301). The sections providing for corn marketing quotas (secs. 322 to 325, and 
826 as it pertained to corn) were repealed in 1954 (68 Stat. 902). No specific 
legislative provision has ever been made for acreage allotments or marketing 
quotas with respect to the other feed grains, vats, rye, barley, and grain sorg- 
hums. Moreover, the 1938 act was amended, effective beginning with the 1959 
crop, to provide “Notwithstanding any other provision of law, acreage allot- 
ments and a commercial corn-producing area shall not be established for the 
1959 and subsequent crops of corn” [sec. 330 of the 1938 act, as amended (7 
U.S.C. 1330)]. The Secretary, therefore, has no present authority to establish 
acreage allotments for any purpose with respect to corn. 

In the years when corn acreage allotments were in effect, they were deter- 
mined and proclaimed by the Secretary of Agriculture in accordance with sec 
tion 328 of the 1938 act (7 U.S.C. 1328). This section required the Secretary to 
determine and proclaim as the national acreage allotment the number of acres 
in the commercial corn-producing area, which on the basis of the average 
yield for corn in such area during the preceding 5 years, adjusted for abnormal 


1Corn acreage allotments were in effect for the crop years 1938 through 1942, for 1950, 
and for 1954 through 1958. Acreage allotments were proclaimed for 1943 but terminated 
because of the war emergency. In years when the commercial corn-producing area and 
acreage allotments were not proclaimed, such action was taken under secs. 304 and 371(b) 
of the 1938 act (7 U.S.C. 1304 and 1371(b)). Appropriate proclamations were issued to 


such effect. See, for example, 17 F.R. 9704 and 10497 for determinations with respect to 
1953 crop corn. 
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weather conditions, would produce enough corn (taken together with the corn 
produced outside the commercial corn-producing area and corn imported) to 
make available a normal supply for the marketing year. 

The “commercial corn-producing area” includes “all counties in which the 
average production of corn (excluding corn used as silage) during the ten 
calendar years immediately preceding the calendar year for which such area is 
determined, after adjustment for abnormal weather conditions, is 450 bushels 
or more per farm and four bushels or more for each acre of farmland in the 
county.” In addition, the statute requires the Secretary to investigate and 
proclaim from time to time additions to, or exclusions from, the commercial 
corn-producing area on the basis of the criteria specified in the definition. 
(Section 301(b) (4) of the 1938 act (7 U.S.C. 1801 (b) ).) 

The “normal supply” in the case of corn is defined as “(i) the estimated 
domestic consumption of the commodity for the marketing year ending imme- 
diately prior to the marketing year for which normal supply is being determined, 
plus (ii) the estimated exports of the commodity for the marketing year for 
which normal supply is being determined, plus (iii) an allowance for carryover.” 
The statute further provides that in the case of corn the allowance for carryover 
shall be 15 percent “of the sum of the consumption and exports used in computing 
normal supply.” ‘The Secretary is also required in making this determination 
to make such adjustments for current trends in consumption and for unusual 
conditions as he may deem necessary. (Section 301(b)(10)(A) of the 1938 
act (7 U.S.C. 1301(b) ).) 

Under section 101 of the 1949 act (7 U.S.C. 1441) price support for corn to 
cooperators * in the commercial corn-producing area was mandatory at a level 
not in excess of 90 percent of the parity price of corn as of the beginning of the 
marketing year and not less than the applicable minimum level prescribed by a 
table contained in the act. The statutory table prescribes minimum levels of 
price support at stated supply percentages.* Such minimum levels ranged from 
90 percent of the parity price when the supply percentage was not more than 
102 to 75 percent of the parity price when the supply percentage was more 
than 130. In determining whether the level of price support was to be established 
in excess of the minimum level prescribed by the statutory table (but not in 
excess of 90 percent of the parity price), eight statutory factors were required 
to be considered. Such factors are: “* * * (1) the supply of the commodity in 
relation to the demand therefor, (2) the price levels at which other commodities 
are being supported and, in the case of feed grains, the feed values of such grains 
in relation to corn, (3) the availability of funds, (4) the perishability of the 
commodity, (5) the importance of the commodity to agriculture and the national 
economy, (6) the ability to dispose of stocks acquired through a price-support 
operation, (7) the need for offsetting temporary losses of export markets, and 
(8) the ability and willingness of producers to keep supplies in line with 
demand.” (Section 401(b) of the 1949 act (7 U.S.C. 1421(b) ).) 

A mandatory level of price support for 1950 crop corn at 90 percent of the 
parity price was prescribed by section 101(d)(1) of the 1949 act (7 U.S.C. 
1441(d)), provided producers did not disapprove marketing quotas. The levels 
of price support for the 1951 and 1952 crops of corn, reflecting 90 percent of the 
parity price, were established under sections 101(a) and 401(b) of the 1949 
act. Amendments to the 1949 act and the Defense Production Act of 1950, 
provided that the level of price support to cooperators would be 90 percent 
of the parity price for the 1953 and 1954 crops of corn, if producers had not 
disapproved marketing quotas. (Public Law 585, 82d Cong., 66 Stat. 758-759 and 
Public Law 429, 82d Cong., 66 Stat. 298. ) 

Section 101(d) (6) of the 1949 act (7 U.S.C. 1441(d) (6)), provided that for 
the 1955 crop of corn, “the level of support to cooperators shall be not more than 





*The terms “commercial corn-producing area” and “normal supply,” among others, are 
defined in sec. 301(b) of the 1938 act (7 U.S.C. 1301 (b)). 

*A cooperator is a producer on whose farm the acreage planted to corn does not exceed 
the farm corn acreage allotment or in the case of price support for corn to a producer 
outside the corn-producing area, a producer who complies with conditions of eligibility 
prescribed by the Secretary. (Sec. 408(b) of the 1949 act (7 U.S.C. 1428(b)).) 

‘The supply percentage is the percentage which the estimated total supply is of the 
normal supply as of the beginning of the marketing year. The 1949 act provides that any 
terms defined in the Agricultural Adjustment Act of 1938, as amended, shall have the 
Same meaning when used in the 1949 act. The normal supply and total supply of corn 


Were therefore determined in accordance with the definitions of such terms in sec. 301(b) 
of the 1938 act. See footnote 2 supra. 
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90 percent and not less than 82% percent of the parity price * * *.” Cor 
of the 1955 crop was supported at a level reflecting 87 percent of the March 
1955 corn parity price (computed using data as of February 15, 1955)" This 
level of support was determined within the range of 8244-90 percent of the 
parity price using the supply percentages within this range of the table in 
section 101(a) and the eight factors of section 401(b) of the 1949 act. 

Under the 1949 act, in years when corn acreage allotments were in effect, 
the level of price support to cooperators for corn outside the commercial corp- 
producing area was mandatory at 75 percent of the level of price support to 
cooperators in the commercial corn-producing area. (Sec. 101(d) (4) of the 1949 
act (7 U.S.C. 1441(d) (4) ).) 

While price support was mandatory only to cooperators, the Secretary had 
discretionary authority to make price support available to noncooperators at 
such levels, not in excess of the level of price support to cooperators, as the 
Secretary determined would facilitate the effective operation of the price 
support program. (Sec. 101(d) (5) of the 1949 act (7 U.S.C. 1441(d) (5)).) 

Prior to 1956, oats, rye, barley, and grain sorghums were nonbasic agricultural 
commodities for which price support was discretionary. The Secretary was 
authorized by section 301 of the 1949 act (7 U.S.C. 1447) to make available price 
support to producers of such commodities at a level not in excess of 90 percent 
of the parity price therefor. In determining whether a price-support operation 
would be undertaken for such commodities and the level of such support, the 
Secretary was required to give consideration to the statutory factors referred 
to above. 

While the Secretary was authorized under section 401(c) of the 1949 act (7 
U.S.C. 1421(c)) to prescribe compliance with acreage allotments as a con- 
dition of eligibility for price support, the determination of acreage allotments 
for corn and the other basic commodities was governed by the provisions of the 
1938 act. Acreage allotments have never been established for oats, rye, barley, 
and grain sorghums. As prescribed by section 330 of the 1988 act (7 U.S.C. 
1330), which was added in 1958, acreage allotments and a commercial corn-pro- 
ducing area may not be established for the 1959 and subsequent crops of corn. 

The Secretary is directed to provide the price support authorized or required 
by the 1949 act through the Commodity Credit Corporation or other means avail- 
able to him. However, the responsibility for determining or approving the 
amounts, terms, conditions, and extent of price-support operations (except as 
they may be specifically prescribed by the act) is vested by law in the See- 
retary rather than in Commodity Credit Corporation. (Section 401(a) and (b) 
of the 1949 Act (7 U.S.C. 1421 (a) and (b)).) Within this statutory frame- 
work the Commodity Credit Corporation is the instrumentality through which 
the Secretary carries out his price-support responsibilties. It may also be noted 
that, as provided in the Commodity Credit Corporation Charter Act, the Secre- 
tary is responsible for the general direction and supervision of the Corporation 
and its Board of Directors. Secs. 2 and 9, CCC Charter Act (15 U.S.C. 714 
and 714g (a) ).) 

3. THE AGRICULTURAL ACT OF 1956 


Early in 1955, Representative Cooley, chairman of the House Committee on 
Agriculture, introduced H.R. 12 (84th Cong., 1st sess.) which proposed amend- 
ments to the 1949 act, for the purpose of setting the level of support to coopera- 
tors at “90 per centum of the parity price for the 1955, 1956, and 1957 crops 
of any basic agricultural commodity with respect to which producers have not 
disapproved marketing quotas.” On May 5, 1955, the House passed H.R. 12 with 
amendments providing for a two-price plan for wheat, 80 to 90 percent of par- 
ity price support for dairy products and other changes in existing law. The 
bill was referred to the Agriculture and Forestry Committee of the Senate which 
had hearings on farm legislation in the fall of 1955. 


SThis determination was made under the forward pricing provisions of sec. 406 of the 
1949 act (7 U.S.C. 1426). Sec. 406 requires the Secretary insofar as practicable to 
announce the levels of price support for field crops in advance of the planting season. 
the beginning of the marketing year the level of support must be increased if the minimum 
level of support determined under sec. 101 of the 1949 act is higher than the level of 
support previously announced. The level of support announced in advance of the plant- 
ing season may not be reduced. In the case of 1955-crop corn, the supply percentage at 
the beginning of the marketing year (October 1, 1955) indicated a lower minimum level 
of support than that previously determined. Under sec. 406, however, the level of price 
support remained at the previously announced rate of $1.58 per bushel. 
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In January 1956, the President of the United States sent a message to Congress 
in which he proposed a nine-point farm program. Shortly after receiving the 
President’s message, the Senate Agriculture and Forestry Committee reported 
out its bill S. 3183, the proposed Agriculture Act of 1956. This bill contained 
provisions for 90 percent of parity supports for the basic commodities; a two- 
price program for wheat; provisions with respect to support levels for cotton- 
seed and soybeans ; price support of 80 to 90 percent of parity for dairy products; 
a soil bank program and a number of provisions relating to surplus disposals, 
marketing quotas, acreage allotments, and rice. 

The Senate substituted the provisions of its bill for H.R. 12 and passed the 
House bill as thus amended. H.R. 12 with additional amendments added in 
conference was adopted by both Houses of Congress on April 11, 1956, and sent 
to the President. The President vetoed H.R. 12 on April 16, 1956. 

In vetoing H.R. 12, the President announced that he had conferred with the 
Secretary of Agriculture, and that the administration would set support prices 
for 1956 on five basic crops—wheat, corn, cotton, rice, and peanuts—at a level of 
at least 82% percent of parity. He indicated that, within the range of price- 
support flexibility, the administration intended to set minimum support levels 
for the 1956 crops which would result in an average level of support for wheat 
at $2 per bushel; corn at $1.50 per bushel; and rice at $4.50 per hundredweight. 
He also announced that a separate support rate for noncompliance corn would 
be set at an early date. Price-support action on cotton, peanuts, dairy products, 
and perishables was also discussed in his message. He asked Congress to give 
immediate consideration to a soil bank bill. 

In February 1956, prior to the Presidential veto of HR. 12, price-support levels 
for corn and feed grains (oats, rye, barley, and grain sorghums) were established 
under the “forward pricing” provisions of section 406 of the 1949 act. (See foot- 
note 5.) The support levels thus announced in advance of planting for 1956-crop 
corn and other feed grains were as follows: 
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1, Corn, commercial area (compliance corn). -.-__-..-..--- 
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1 Determined from data as of Jan. 15, 1956. 


On April 23, 1956, action was taken to increase the price-support level for 
1956-crop corn in conformity with the President’s veto message. The average 
level of support for corn in the commercial corn-producing area was established 
at $1.50 per bushel, which was 86.2 percent of the April 1956 parity price. An 
average rate of $1.25 per bushel was approved for noncompliance corn. In the 
noncommercial corn area the rate of support was 75 percent of the level of sup- 
port in the commercial corn area in accordance with the statute. 

Soon after receipt of the President’s veto message, Congress again gave con- 
sideration to farm legislation. The act which was ultimately passed, the Agri- 
cultural Act of 1956 (70 Stat. 188, et seq.), hereinafter referred to as the 1956 
act, provided for a soil bank program and also made a number of changes in 
existing farm legislation. Section 308 of the 1956 act (70 Stat. 206) made sig- 
nificant changes in the price-support legislation for corn and the other feed 
grains. 

Section 103(b) of the 1956 act established for 1956, and for each year for 
which an acreage reserve program was in effect for corn, a total base acreage 
for corn for the commercial corn-producing area as determined under the 
1938 act of 51 million acres. Also, such section prescribed the method of 
apportionment of this total base acreage among counties and farms in the com- 
mercial corn-producing area. Section 103(b) became inoperative after 1956 
because of the adverse vote in the 1956 referendum. 
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Section 308(a) of the 1956 act provided that, whenever base acreages were 
in effect for corn, the Secretary was to require, as a condition of eligibility for 
price support on corn, that the producer (1) devote an acreage of cropland to 
either the acreage reserve program for corn or the conservation program equal 
to 15 percent of the producer’s farm base acreage for corn, and (2) not exceed 
the farm base acreage for corn. Such section contained a proviso authorizing 
the Secretary to make price support available to any producer who did not meet 
these requirements at such level, not in excess of the level of price support to 
producers who met such requirements, as the Secretary determined would fa- 
cilitate the effective operation of the price-support program. Section 308(a) 
also provided that corn-acreage allotments would not be effective for the 1956 
crop. 

Section 308(d) of the 1956 act provided that the level of price support for the 
1956 crops of grain sorghums, barley, rye, and oats was to be 76 percent of the 
respective parity prices for such commodities as of May 1, 1956. Such section 
also provided that the level of price support for corn produced outside the com- 
mercial corn-producing area was to be 82% percent of the level of price support 
for corn in the commercial corn-producing area to producers complying with 
acreage limitations. 

The price-support program previously anounced for the 1956 crops of corn and 
the other feed grains were modified to conform with the new legislation. On 
May 31, 1956, the Secretary announced that corn producers in the commercial 
area would be eligible for price support at an average level of $1.50 per bush] 
if (a) they complied with their farm corn-acreage allotments,® or (b) if they 
complied with their farm base acreage for corn and devoted an acreage of crop- 
land to the soil bank equal to 15 percent of their farm base acreage. He also 
announced that producers in the commercial corn area who complied with 
neither of these conditions would be eligible for support at an average level of 
$1.25* per bushel and that producers outside the commercial corn area would 
be eligible for price support at a rate of 8214 percent of the level of price support 
for compliance corn in the commercial area. 

On June 8, 1956, the level of support prices for the 1956 crops of grain sorghums, 
barley, rye, and oats were increased to reflect 75 percent of the parity prices of 
such commodities as of May 1, 1956, in accordance with section 308(d) of the 
1956 act. 

The 1956 act (sec. 408(b)) required the Secretary of Agriculture to hold a 
referendum not later than December 15, 1956, of producers of corn in 1956 
to determine their wishes as to future programs for the 1957 and subsequent crops 
of corn. The statutory choices were— 

(1) A “new” program with the support price set by the Secretary at a 
level which he determined would “assist producers in marketing corn in 
the normal channels of trade but not encourage the uneconomic production 
of corn” coupled with the permanent discontinuance of acreage allotments 
and the establishment of individual farm base acreages derived from a 
51-million-acre total base acreage for corn in the commercial corn-producing 
area for 1957, 1958, and 1959 crops. In order to be eligible for price support 
on corn of such crops, producers in the commercial area would be required 
to comply with their farm base acreages for corn and also to participate 
in the soil bank program to the extent of 15 percent of such farm base 
acreages. 

(2) The “old” program of price support at a level between 75 and 90 
percent of parity (as provided in sec. 101(a) of the 1949 act) with acreage 
allotments (as provided in the 1938 act) as in years prior to 1956. 

The act required that the referendum be carried by two-thirds of those voting 
to effect a change to the new program. 

As required by the 1956 act, the Secretary of Agriculture announced on 
November 9, 1956, that the referendum would be held December 11, to deter- 
mine which program would be followed with respect to corn for the 1957 and 
subsequent crops. An announcement of the support levels for the 1957 crop 
under the two alternative programs was made by the Secretary on November 
14, 1956. On the basis of data then available, and in accordance with the 
forward pricing provisions of section 406 of the 1949 act, as amended, the 
average level of support for 1957 crop corn was establishhed at $1.36 per bushel 





*'These actions were taken under the authority contained in the proviso in sec. 308(a) 
of the 1956 act. 
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reent of the November 1956 parity price) ifthe old program were 
a ed by producers. At that time, it was pointed out that 37,288,889 acres 
would be the national allotment for the commercial corn-producing area for 
1957 as determined on the basis of the formula prescribed by sections 301(b) and 
328 of the 1938 act. Corn produced outside thhe commercial area, if the old 
program were approved would be supported at 75 percent of the rate for the 

rcial area. [ 
ie ‘i other hand, if two-thirds of the producers voting in the referendum 
favored the new program, the Secretary announced that the support price 
for 1957 crop corn would be $1.31 per bushel to those producers in the commer- 
cial corn-producing area who complied with the requirements of the new pro- 
gram. The Secretary also announced that if the new program were adopted, 
1957 crop corn outside the commercial area would be supported at 8234 percent 
of the level of support to complying producers in the commercial area. 

In the referendum 61.2 percent of the 421,101 votes cast favored the new pro- 
gram, While 38.8 favored the old program. Since the legislation required a two- 
thirds majority to change the program, the vote meant a continuation of the old 
program, i.e., acreage allotments under the 1938 act, with minimum support levels 
for compliance corn in the commercial corn-producing area at between 75 and 90 
percent of parity, depending on the supply percentage, as determined under the 
1949 act. . 

Final administrative action on the 1957 crop corn program came in the fall. 
At that time it became necessary to recompute the level of support for compliance 
corn since the October 1, 1957 (the beginning of the marketing year) parity 
price for corn rose to $1.82, as compared with the parity price of $1.77 for Novem- 
ber 1956 when the forward pricing announcement was made. As of October 1, 
1957, the supply percentage was found to be 126.3. This supply percentage, al- 
though slightly lower than the percentage estimated earlier (127.3), was still 
within the specified range of 126 to 128 which required a level of support of at 
least 77 percent of parity, Thus, the average support level was established at 
77 percent of $1.82 or $1.40 per bushel. ” 

In September of 1957, the Secretary announced that in order to stal''ize the 
feed grain and hog markets it would again be necessary to support the price of 
noncompliance corn. He announced an average support level for such corn of 
$1.10 per bushel under the authority contained in section 101(d) (5) of the 1949 
act. The level of support for 1957 crop corn in the noncommercial area was 
established at an average of $1.27 per bushel under section 308 of the 1956 act 
which provided that if noncompliance corn was supported in 1957, feed grains 
including corn produced outside the commercial area must also be supported at 
a level not less than 70 percent of parity. Levels of support were also deter- 
mined for the 1957 crops of oats, rye, barley, and grain sorghums under this 
provision of law. 

Price support for 1958 crop corn, as for the 1957 crop, was established under 
section 101 of the 1949 act, with allotments established under the 1938 act. 
Compliance corn in the commercial area received an average level of support of 
$1.36 per bushel; noncompliance corn in the commercial area was supported at 
an average level of $1.06 per bushel while corn produced outside the commercial 
corn-producing area received 75 percent of the level of support for cooperators 
in the commercial area. The prices of the 1958 crops of oats, barley, grain sor- 
ghums and rye were supported at dollar-and-cents levels of support which re- 
flected 70 percent of their February 1958 parity prices under the discretionary 
authority of title III of the 1949 act, 


4. THE AGRICULTURAL ACT OF 1958 


In 1958, Congress reexamined the entire farm program and passed the Agr 
cultural Act of 1958 (hereinafter referred to as the 1958 act). Under this act, 
the Secretary of Agriculture was directed to conduct a referendum of corn 
producers to determine their choice of alternate corn programs for 1959 and 
subsequent crops. Section 201 of the act (72 Stat. 993) gave the farmers a 
choice between two programs: 

(1) A new program of no acreage allotments with support at “90 percent 
of the average price received by farmers during the 3 calendar years imme- 
diately preceding the calendar year in which the marketing year for such 
crop begins” with adjustments to offset the effect of any low-grade quantities 
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of corn marketed during the period, but not less than 65 percent of the 
parity price: 

(2) The old program of price support as provided in section 101 of the 
1949 act (a minimum level of support between 75 and 90 percent of parity, 
depending on the supply percentage) coupled with acreage allotments in 
the commercial corn area determined under the 1938 act. 

The Department of Agriculture announced on September 7, 1958, that the 
referendum would be held November 25, 1958, in the commercial corn area, 
In advance of the date set for voting, estimates were given of the practical effect 
of the choices on the 1959 support programs, based on the statistics and crop 
reports then available. These estimates indicated that under the new program, 
the level of support for 1959 crop corn would probably be about $1.12 to $1.15 per 
bushel. On the other hand, the estimates indicated that under the old program, 
the national acreage allotment for 1959 would be approximately 33 million acres— 
down about 15 percent from 1958, and that the minimum support level, under 
section 101(a) of the 1949 act, would be about $1.24 to $1.27 per bushel. 

More than 71 percent of the farmers voting in the referendum favored the 
new program. Accordingly, no acreage allotments were promulgated for 1959 
crop corn and the support level was set at 90 percent of the average adjusted price 
received by farmers for the calendar years 1956, 1957, and 1958. Under the 
forward-pricing provisions of section 406 of the 1949 act, the average level of 
support for 1959 crop corn was determined in February 1959 to be $1.12 per 
bushel. 

Producers of 1959 crop oats, rye, barley and grain sorghums received price 
supports at a level equivalent to 60 percent of the parity price under section 
105(b) of the 1949 act. This section which was added to the 1949 act by the 
1958 act, provides that, beginning with the 1959 crop, the Secretary of Agricul- 
ture shall make price support available to producers of grain sorghums, oats, 
barley and rye “at such level of the parity price” as he determines is “fair and 
reasonable in relation to the level at which price support is made available 
for corn, taking into consideration the feeding value of such commodity in 
relation to corn, and the other factors set forth in section 401(b)” of the 
1949 act. 
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